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PLAN AND SCOPE bF THE BOOK 


This book has been wrillcn for use primarily in day and 
evening commercial schools. It is not intended lor the 
veriest beginners, but for students from fifteen j^cars upwards. 
II such students apply themselves intelligently and con- 
scientiously, they will find in the book a means of adequate 
preparation for the examinations in Business Knowledge 
and in Theorj; and Practice of Commerce of the Royal Society 
of Arts, the Lancashire and Cheshire Union of Institutes, 
and similar bodies. Most of the test questions provided have 
been selected — sometimes with slight alteration — from 
papers set by examining authorities. 

The newer requirements of the examinations usually taken 
in commercial schools have been kept in view throughout. 
But so have many points of practical importance that some 
of«the later syllabuses show a tendency to neglect. Students 
cannot afford to dispense with instruction in the practical 
execution of office work; nor should this side of their training 
be overlooked either by the examiner or by the text-book 
writer. Still, this book is not a manual of office procedure 
merely. It has a wider purpose, and views commercial 
training 9s more than practice in the writing out and filing 
of office forms, or tuition in the correct handling of cheques 
and bills. A feature of the book is that in places it dwells at 
length gn matters of organization and management in busi- 
nesses of different kinds. Some attempt it also makes to 
sketch out our commercial system as a whole, and to show 
the inter-connection of the many channels through which 
work-a-day energies surge or slacken in their ceaseless course. 

Though an insight into the structure and the working of 
our commercial system may not make an in voice- writer or 
a ledger-lreeper more efficient within the narrow routine of 
his duties, it will certainly give him an interest wider than 
iu 



I'l .\N AND SCOPK Ol' Tllli BOOK 


Miiliii. .1 .iidc Ilf Ills (Lilly (Iiriipiition. It will enable'" 
iimi III jici I'll 111 viiiie lii”lici (liilv llie more intelligently \^Iien 
(111- ( liTifr-e to lid -(■ I i.mes*lM\ w.iy; and it will prove a helpful 
piep.iiiiiiiiii loi liiiii lUlic seK beiore his mind the promise of 
beiiuiiiiu; an (ailighhned and enterprising business man. 
lull lli'-;( IK e and elhi ieiK V aie iiol the least of the present-day 
111 eils Ilf liiili'-li I'omini lie. 

'Ihe I iniililiims ill l•^)nnnelelal seliools vary so much that 
no sl.iiidaid (oiii e ol -iliidy' can be prescribed for all. Some 
da-'i . mav nieel lor oiilv one hour on one evening a week; 
iitrii'i, lor an lioin oi moie every day. Some may consist 
of sindi'iils lli.il have already aeipiired a fair, knowledge of 
"(veial ol Ihe mbjei I-- tiei'e prcsi'nled, For others a good 
gi'oundm,i>, in.iy be tlii' lirsi necessity. That beinp so, it is 
nol sni>';esied that III all ein nmsianees teachers should set 
liieii sludeid . lo begin at Chapter J, and faithfully plod 
111! ir w,iv, )iage b\ pa.ee and chapter by chapter, to the end 
of the book Koi is il suggested legarding this subject, or 
I. idler dlls (olUilion ol subjects, that the chapters need be 
St Hilled iilw.n- in loiiscenliM' order. The author has con- 
trived |o ..el Ills mailer cml as far as possible in groups of 
lelalcd parts, and in what he tliinks to Ite a passable sequence 
for its vadeilniiilenis. Never! hele.ss, it is left to each teacher’s 
disrrelioii to s(.lect the p.uls he considers mosi suited to the 
needs o( objci ls o| any |iailiciilar class of students, and to 
take die Mihjeds m any order that — so long as ft is order 
and not eonfiiMoii will be.st serve to maintain interest in 
■'tinly, and ensure a sense of satisfaction at tlie close of the 
wsMon’., uork. 

To piovide a rest half-way on the long journey here traced 
out, the book lias lieeii arranged in two divisions. These 
may l*e ii^cd a^ lirst .iiul second course.s of study, where con- 
ihtiuii-. )iiTinil. Fail 1 will serve as a separate shorter course, 
complete 111 dsell, wlieii a shorter course is desired. For 
couvenieuce of reference, as well as to mark off successive 
steps and stages and so assist the learner in his progress, all 
the chapters are set out in numbered and headlined sections. 
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But here, agnin, Lhc morrs tlifiicull or less niclimcnlary seel^ons 
ma^’-be passcrl over in the lower forms and left to be maslcred 
later. Though the work is meant 1») be a school boo'iT^nfl to 
meet examination reqiiiremenls, it it^ iieverllu'less wriltcn 
from a practical standpoint, and is intended t^ he of as miieJi 
use for every-day business purposes as for examinalion study 
and class-room work. 

Such a treatise as this rannot be said to deal witli only 
one subject. A title like "Business Methods” or "Commercial 
1‘ractice," if taken liteially, would include Book-kee])ing, 
y\.nthmctic and Correspondence; perhaps Foreign l.anguagtis 
and Geography, too. But each of these' subjects is commonly 
studied in a class conducted for its own special ends; anrl 
the Bnsinass Methods or Commercial Bractirc syllalms gathers 
in a variety of matters neglected or omitted by the others, 
Further, the book will not be expected to exhaust the sub- 
jects it takes up. The student, after working through sucli a 
course as this, has a choice of two main routes in continuing 
Ills pursuit of commercial knowledge; and he may follow 
t'irst,one and then the other, exploring tlieir by-ways at his 
will. On (lie one haiul, he may (urn to English law in its 
bearings on commercial operations; on tlie other In economic 
theory and tlie liistory of the industrial development of the 
modern world. The advancing and specializing scholar 
must then take us his gii'des, texl-book.s that cover mote 
fully than Miis one does particular areas of Mercantile Law 
and of Economics. 

The author's fullest thanks tire unreservedly accorded to 
Mb. AlI'Khd Ni.xon, F.S.,\ .\., ICC.I.S hrom liiiti 

came the conception of the hook at lirsl , ;ind without hi.s 
suggestion, encouragement, and ever-rcady help as it jiro- 
gressed, the work would, in all likelihood, never have reached 
the printer’s hands 
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MODERN BUSIJSESS AND 
ITS METHODS 


CHAPTER I 


THE COMMERCIAI- EEITER 


I. A Model Letter. 


4 Huhucity Buildinos, 

Luogate Stri e r, 
London, E.C 4, 

Messrs. Duke & Oswald, 18M sv/i , ifi... 

5 Sylvan Avenue, 

Manchester. 

Dear Sirs, 

We thank you for your letter of yesterday giving 
particulars of the spaces you require in November and December 
puUications. These instructions shall receive our careful 
attention. 

For your future guidance will you please note that 
the " Daily Sketch ” and the “ Daily Mirror " do not sell space 
by the inch, but by the section of the page ? 

On the 2\st ult. we scut you nolificalion of an 
increase of*£20 the page in the price of the " New Pictorial." 
We shall be glad to learn if yon agree to pay this increase, which 
comes into force on the ls< prox. 

Yours faithfully. 

For the Modem Advertising Agency, 

A. B. 


2 . Arrangement of the Parts. 

(1) The Margin. Commercial letters should be written 
with a fairly wide margin on the left-hand side, and a narrow 
margin on the right. All lines, except those purposely in- 
dented, must begin at exactly the same distance from the 


1— (17371 
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edge of the; letter-paper. Their beginnings should form a( 
dean, straight line running parallel to the upright edges of 
the pSjte. On the right-, the ends of the lines are more 
difficult to regulate; but they should be made to fall, as nearly 
as possible, directly under each other, so that the narrow 
margin on thisade shall not be too uneven. The breaking 
of words where the lines finish is a practice to be sparingly 
resorted to. On the other hand it is bad form to squeeze a 
word in at the line end, for that makes the letter unsightly. 

(2) r/w Heading contains the address of the sender of 
tiuj letter and the date of writing. These will usually take 
two or more lines which should be slanted off neatly, so that 
the last figure of the date just touchc.s the riglu-hand margin. 
For class purposes, address and date are sufficient heading; 
'but in business the name of the sender usually appears at 
the top of the letter-paper, together with his telegraphic 
address and telephone number. It is customary for the 
heading to be ready printed, the date only being left 
blank. 


Example No. i. 


The Sunshine Manufacturing Co.mpany. 


2 HKIGIIT I'LACE, 

Mount Pleasant, 

Sheffield. 
I9_.. 


Example No. 2 . 

3 Parchment Court, 
Liverpool, 

19 

(3) The Direclion of the letter consists of the name, street, 
town, etc., of the addressee or person to whom the letter 
is addressed. It makes use of one of the complimentary titles 
named in section 7 below. Beginning at the left-hand margin. 


Timothy Sharpe, 
SolMlot 

CommbsiOHer for Oaths. 



THE COMMERCIAL LETTER 3 

•it slants off, line by line, in equal steps, as shown in the mftdel 
at the head of this chapter. 

(4) The Opening Salutation. This commences the 

left-hand margin again, exactly undesneath the first letter 
of the direction. In English letters, the tijjjes used in the 
opening salutation are a different set from those of the direction, 
the most common being, Sir, Dear Sirs, Gentlemen, and 
Madam. 

(5) The Body of the letter is the part that contains the 
message the letter is intended to convey. The other parts 
are like the framework of a carriage. This part is the load*— 
the information, inquiry, demand, or complaint — ^that the 
carriage has to bear to its destination. Unless the message 
is a short.one, it is well to divide the body of a letter into 
paragraphs, on the principle that each paragraph shall 
treat of a separate topic. Where there is much to be said 
on the one subject, a separate paragraph should be given 
to each distinct head or phase of the subject. 

(6) The Closing Salutation. Just as by an opening saluta- 
tion.we, as it were, bow ourselves into the reader's presence, 
so by a closing salutation, we bow omrselves out of audience. 
This part varies in degree of compliment with different 
writers, and in letters of different tone. It may be the 
shortest expression of civility or sincerity, as in 

Yours truly, or Yours faithfully, 

or, as in 


A ssuring you of our readiness to serve you at all limes. 

We are. Gentlemen, 

Yours faithfully, 

formality may run to greater length, and the manner 
become distinctly deferential. 

(7) The Signature. The closing salutation, or its last line 
if there are more lines than one, should be begun at such 
distance frefln the right as will allow the signature to slope 
off and to finish at or near the right-hand margin. The 
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sigiTatiirc of a letter is im])oiTanl because of tlic authority' 
it inipaits to tin; me-isage tliat si amis above it. 

3 . I^bds of Signature.' In commercial letters, we find 
the four forms shown- below — 

(1) Sii’iitifiire of a Principal. 

I’.JItM tuilv, 

IIUGflES & J3 rown, 

By the signature of a principal is meant that of a person 
who is writing for himself — not writing for someone else. 
It is the signature either of the sole proprietor of a business, 
or of a paitner in the roncern, when tlicre arc two or more 
proprietoi's. In signing letters of the business, any partner 
in the firm of Hughes & Brown would write the firm’s name 
as above, and nothing more. 

(2) Signatim' of « person writing under instructions. 

Form I. Form 2 . 

Pot it BROVV.N, Hugiius & Brown, 

.■V. HaviI'-s. per A. D, 

Usually the initials of the clerk are enough. He may, 
however, write his name in full if it is desirable to do so, as 
in recei]>ts for money or goods. In the first forM the Latin 
word pro is sometimes used in place of " for but the meaning 
is the same. The word " per " in the second form means 
“ through " or " by," in the sense of " by the hand of A. D." 

(3) Signature per procuraiion. 

per pro. Hughes & Brown, 

A. Davies. 

" Per pro.” stands for the words per procurationem, and ' 
means that, by virtue of the position he holds in tlie business, 
the writer has been entrusted with authority to write the 
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letter on liis own responsibility. A clerk receives instrucCons 
for each letter he pens; but a person in a position o^espon- 
sibility, such as a manager or 'a cashier, uses nis own 
judgment within the limits of the auUiority given him. In 
this form of signature, the writer’s own namp should always 
appear in full. 

It may turn out that Mr. Davies in the example above has 
not the authority he claims, or has acted beyond the limits 
of the authority he does possess. In such case, by the law 
of principal and agent, this form of signature would not of 
itself cause Messrs. Hughes & Brown (the principals) to be 
hound by whaj; their servant (the agent) had written. Nor, 
in the absence of authority, expressed or implied, would any 
form of srignature bind them, except the principals’ own. 
For that reason it rests with the receiver of the document 
to satisfy himself that the writer actually possesses the 
authority he professes to have. Where the matter is one 
of monetary importance, the receiver should make sure of 
the writer’s position whenever there is cause for doubt. 

(4^ SignaUtre of an Officer of a Company or an Institution. 

hoy the Acmii MANorACiUBiN(. Co., Lid., 

Tnos, I’oiTS, 
Secretary. 

Here, " company " means a joint-stock company. The 
nature of shell a body, and the difference between it and a 
partnership, will be explained later, A hospital would be a 
good example of an institution. In this, signature, the 
director, secretary, or other officer signing the letter should 
add liis designation; and he may, of course, use “ per pro.” 
instead of " for,” if he wishes to do so. 

4. The Official Letter refers to the common form of letter 
of a Government department, e.g., the Home Office, the 
Board of Trade, the Companies' Registration Office, and the 
Post Office,^ It is written on paper of foolscap size, and the 
direction is placed at the end, or at the bottom of the first 
page, instead of at the beginning of the letter. The clerk 
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or Secretary writing the communication usually does so in 
his own name. He begins in this way — 

/ am utstriicted by the Secretary of Slate hr the Colonies to 
acknowledge your lettei of 

and he ends thus — 

/ hare the honour to he, Sir, 

Your obedient Servant, 

John Smith. 

»5. The Memorandum. Short and informal communications 
frequently take the following shape — 


Mu..mokand(iv. 

/•Vow 7o Zdrd Oct., 19... 

The Gi-nger BRb.vD Sui*l‘l,Y Co . Messrs. Brown Sr B inns, 

2 B^KER's Alley, 101 .Scotland St,, 

Manchester. Liverpool. 


Wt shall be much obliged if, when Mr. Binns is next in 
Manchester, he will call here to look at the new oven you supplied 
to us some three months ago. 

R. S. 


The memorandum dispenses with the opening and closing 
salutations, and it needs no formal signature. ^The writer 
may initial the note, or he may not. 

6. Reference to Dates. If, in a letter dated the 13th Nov. 
1927, you wish to refer — 


, 2 May, 1927 
, 3 Oct., 1927 
, 4 Nov., 1927 
, 12 Nov., 1927 
, 13 Nov., 1927 
. 14 Nov., 1927 
, 20 Dec., 1927 
, 21 Jan., 1928 
, 22 Dec., 1928 


! 1st April, 1926. 

2ad May last. 

3rd ult., or ultimo. 

4th inst, or instant, 
yesterday. 

to-morrow. 

20th prox., or proxiiw 
21st January next. 
22nd Dec., 1928. 
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7. Forms of Title. A few points are worth noting under 
this head — 

(1) Mr. and Esq. Custom requi?es the use of " F'S^uire ” 

when a letter is addressed to a man of sojne little pre-eminence, 
c.g., a Justice of the Peace. The title is commonly used for 
a professional man, such as a barrister or a solicitor, who has 
no distinctive title, as has the doctor or professor. For fear 
of offending the susceptibilities of customers, retail trades- 
men make extensive use of “ Esq. " in other cases. In most 
businesses, however, " Mr." or " Messrs." is the best title 
to use for all ordinary male persons. ■» 

(2) John Brown, Esq., J.P. The place of “ J.P.” is 
following “ Esq.” 

(3) John Brown, Junior, Esq., B.A. “ Junior,” being 
part of the name, precedes the title " Esq.” “ B.A.” follows 
it, as in (2) above. 

(4) The Paragon Motor Works, Limited. Here the name 
is an impersonal one, and the title “ Messrs." is therefore 
inappropriate, It is omitted, and the word ** the " takes its 
placp, The John Brown Engineering Co., Ltd., is treated 
in the same way. In the salutation. Dear Sirs may be used, 
or, as an alternative, the letter may be addressed to the 
manager, secretary, or other official of the company. 

(5) Messrs. Brown & Gibson, Limited. In this case, the 
better practice is to use the title, and the same holds good of 
such addresses as: Messrs. John Brown, Limited. " Messrs." 
is used in both of these because the names are personal ones, 
and because each indicates a business with two or more 
proprietors. 

(6) Sir’ John Browne, Bart., M.P. "Sir," being a higher 
title than " Mr.” or “ Esq.,” renders these useless; so, in 
Sir John Browne & Sons, Ltd., the word " Messrs.", though 
applicable to the sons, would be derogatory to the dignity 
of " Sir,” and is therefore omitted. " Right Honourable," 
used in addressing a Cabinet Minister, a Privy Councillor, or 
the son or* daughter of a Duke, an Earl, and others, also 
causes " Esq." to be dropped. 
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(7) An Earl should be addressed as follows — 

(«) Direclkm. 'I he Kighl JIoii. Hio Lail of 

(ft) ^4u*aliou. Mv Lord ■ 

(r) l<(*lnrcni.c in Hie body of Ihe letter, (hi leiei/il of yonv I ntihhiji'n 


(8) A Duke, thus — 

(a) Uireeliriii. //ti Ciace the Duke of 

(ft) Suhitation My l.ord Duke. 

{n) Reference m letter Umee the honam to inform \oiir Gmcc . 

A fuller list of forms of address, many of which are seldom 
needed in business, will be found in Annandule’s Concise 
English Dicliofiary, in Kelly's Tilkd, Landed, and Official 
Classes, and in similar books of reference. 

8. Paper and Printing. It has already been .mentioned 
that Government letters are usually written on foolscap 
paper. The common size for commercial letters, now 
that ilioy arc mostly typewritten, is quarto. But octavo 
note-paper is still much used. Quarto size is a fourth or 
quarter of a full-sized sheet of paper; octavo is an eighth; 
but the actual measurements of quarto or octavo are, not 
always the same, for the full-sized sheets of printers' paper, 
out of which the letter paper is cut, are made in various 
standard sizes. The leaf of this book is folded from a crown 
sheet, and is known as " crown octavo." Foolscap is one of 
the smallest sheets the printers handle; but what we think 
of as foolscap in the office is only half the printers’ size, for 
foolscap is always folded in two when supplied for commercial 

Business letters are usually printed if the same matter has 
to be sent to many persons, e.g., a circular to customers 
announcing the opening of a new branch or the appointment 
of a new representative. Other communications, such as 
orders for goods, advices of travellers' calls, letters enclosing 
remittances, inquiries about the characters of new employees, 
may be partly printed and partly written. Where the quantity 
required is not sufficient to justify recourse to the printing 
press, a circular may be turned out on one of several kinds 
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of machines supplied for office use. These machines produce 
multiple copies from handwritten or typewritten stencils, 
or from set-up type. 

9. Arrangement of the subject-matty of a letter — 

(1) In a reply, first acknowledge your _correspondent’s 
communication, quoting the date. 

(2) Next, refer briefly to the subject of his letter. 


Examples. 

(«) ll'r have vnin h-Ut'r of yesterday wjnrmmf’ us of a shortage tu delivery 
of the eni;hiee.n' nileans sent on the ISlh inst. These goods were packed 
III the same box as .. . ' 

lb) Iteplyuig ta yoiii suggestion 0 / the 29th iilt., we may say that we 
have gone carefiilTy into the question of discounts, and have . . . 

(3) Deal with all of your correspondent’s points, and in 
so doing, give a separate paragraph to each subject, or to 
each distinct part of the same subject. 

(4) In a lengthy composition treating of several questions, 
give each separate question a heading as well as a paragraph 
to itself. The following skeleton letter from a business house 
to ifs traveller on the road, illustrates what is meant — 


liof.r.i T! & Co.’s OuijKK. — The official order was received tins mornmg. 
II r notice they ... 

JImojui' a Stonvdhokh’s Accovnt.—You had better call on these 
people. Find out, if you can, whether . . , 

Youk Ikisii loriKNKY— H 'c have a special enquiry from Robketson, 
oj HiiLi'AST. •> Could you aiiange to go there next week? 

(5) Subjects turn up sometimes about which there is likely 
to bo protracted correspondence. Such are actions at law, 
claims for damages covered by insurance, negotiations for 
leases of premises, and so on. It is a good plan in such cases 
to head your letter with the subject in question. This would 
be done also in answering a letter received with such a heading, 
as the following from a solicitor — 


hear Sir, 

JosiAH Underwood, Deceased. 

Herewith I send you, for your inspection, probate of the will 0 ' the above. 
My clients, the executors, will be glad to learn 
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(8) When a table of particulars or a lengthy extract is 
given in the body of a letter, the table or the extract should 
be indented as in the examples following. 

'Example No. i. 

201 Gueen Stkeet, 

Mancuestek, 

25lh May, 10... 

The National Bank of South Africa, Ltd., 

Circus Place, 

London Wall, E.C.2. 

Dhar Sirs, 

With this we are sending you four drafts on South Africa, 
as follow — 

No. Imouiit. Payable, Uiawee. 'lowii. 

tSZl 1,201 10 0 on demand Polgieter Bloemfonteni 

22 72 0 0 do. Campbell Cape Town 

23 50 2 6 do. dn Plessis Mariteburg 

24 17 3 0 do. Sictgey Vryhetd 

We shall be obliged if you will send these bills out for collection, 
the proceeds to be remitted to us here. The documents attached 
in each case are to be given up on payment only. 

Yours faithfully, 

per pro. Lyltleton 6- Wood, 

fno. E. Hall. 

Example No. 2. 

CiRcu.s Place, 

London Wall? 

London, E.C.2. 

30lh .dug., 19 . . 

Messrs. Lytlleton tS- Wood, 

Manchester. 

Dear Sirs, 

Bicollection £17 3s. 6<f., F. W. Steiger, 

received 2Sth May, 19 . . 

With reference to the above-mentioned bill, we have to inform 
you that our Vryheid manner, under date \lth July, advises 
us as follows — 

“ Payment has been refused by the drawee, who says that 
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if 


the goods were ordered for delivery here not later than the' end 
of May, and that the delay has rendered them useless to him. 
The two parcels are lying ai the Vryheid post office, '"and the 
post office is writing direct to the drawers about the disposal 
of the goods. I shall be glad to learn what yo'n wish to he done 
with the bill." 

Please instruct us. 

Yours faithfully, 

For the National Bank of South Africa, Limited, 
A. Blank, 

Manager.' 



CHAFIER II 


sriME MINOR MATUERS 

I. Things Small and Great. Small things arc often of 
great irnpf)rlance, like the legendary horsc-shoc nail, for 
want of whicli a battle was lost, and a kingdom, too. The 
importance holds good of small points of form and procedure 
in the conduc.t of business. To exin-ess scorn for an c.xcessive 
observance of formality, the term " red tape ” is used, 
suggestive of a sheaf of letters all written tp remedy some 
paltry irregularity, and of the 3'ard or so of coloured tying 
material that binds the sheaf together. Yet, it is ‘only when 
exercised in regard to wrong ends that exacting carefulness 
or methodicaliiess becomes an object of contempt; or when 
it deteriorates into a finicking fussiness about trifles in 
themselves and for no end at all. 

Great things are made up of small things. The huge turn- 
over of many a prosperous business comprises innumo»'able 
small transactions. The good name and reputation of many 
a commercial house rests upon the smart, obliging, and 
satisfying thoroughness with which every little move is 
carried out in supplying the wants of every customer of the 
wide connection. A few examples of how efficiency tells in 
the struggle for success may not be out of place. 

(1) The typed letter is easier than the manuscript one for 
a customer to read; and the letter that is clearly expressed 
and nicely worded is easy to undemtand. In the,, old daj's, 
an establishment was judged by the manners of its personal 
representatives far more than it is now. In these days its 
loiters are its means of greatest influence and possibly its chief 
business-getters. Letters may be written so lucidly and so 
tastefully as to make perusal of them a pleasure, and to in- 
duce unconsciously in the recipient a preference for the business 
house from whidi such communications emanate. Other 
things being equal, the trader that sends out letters indistinct 
12 
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''in the writing, confused in the meaning, or awkwarcf in 
expression, is sure to suffer at the hands of competitors, whose 
writing and meaning arc always plain, and whose expression 
is apt and choice at every turn. i* 

(2) Tlie ability to write in simple and pleasing language 
will not of itself, however, secure high success in the pursuit 
of commerce — not even in the present times when writing 
is so indispensable. Excellence in our correspondence will 
not compensate for poorness in our wares. A dazzling and 
hollow trumpery, either in goods or in service, will never make 
for permanent prosperity. Let our qualities shine wherever 
possible; but, )yhether they show in Uttle things or in big, 
in what wo sell or in how we sell, they ought to be solid 
arul enduring. 

(3) Promptitude in the e.xecution of orders and in the 
answering of inquiries is another essential of success. It 
implies an established and smooth-running organization. 
In works and in office we need method, and we need the 
application of sense and care to the working of our methods. 
Tluinu must be division of labour — one person doing one kind 
of work, and not every person doing all kinds. In the office, 
records of transactions, letters on different subjects, documents 
of different kinds, must be sorted out, classified and kept in 
order. Whenever any item of information is wanted, we 
should be able to put a finger on it with the least possible 
expenditurc'’of time and trouble. And in this connection, 
some of the cheapest types of office appliances will be likely 
to give the most trouble, and consequently turn out to be 
the dearest in the end. 

The next chapter will treat of system in the arranging and 
keeping of business documents. In this chapter, attention 
is asked to a few of the minor affairs of office work. Small 
matters some of them are, no doubt; but not so void of value 
that every clerk should not always be ready to spare a little 
'scrupulous attention for them. Not the least of the benefits 
of giving that attention will be the reaction on his own 
character. It will lead him to neatness and orderliness as 
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a h!Eibit, and will make him painstaking and thorough with' 
all that passes through his hands. 

2. Record of Incoming'' Letters, As incoming letters are 
opened, they should be sorted into batches, a batch for each 
separate department of the business. Next, they should be 
listed, either all together in one book, as in the illustration 
below, or each batch on a separate sheet duplicated by 


LitrTERS Keceived Book. 


Name and Town 

live .No. I 


Department 


Signed for 


By 


mh A' Of., 
Grffn, 

Brown & Bni.r., 
Litteemore, 


Morton, 

Karnsiiaw, 

Wlt-LS, 


111 ... 

Bury IJobiery 

O.xlorcl 
London 

Leeds , Dresses 
Glasgow Cashier 

Iljilifax ■ 

Bristol ■ Forwarding 


carbon leaf. They are then handed to the departments, 
together with the duplicates of the lists (where these have 
been made). Care should be taken to get the original list 
initialed by the receiver of the letters at the lime each batch 
is handed over. 

After listing, and before distribution to the departments, 
each letter should be marked with the date of receipt. The 
letters may or may not also 
be numbered consecutively; 
and, if they are, the entries 
intheLettersReceivedBook 
should be given correspond- 
ing numbers. For marking 
the letters, a rubber stamp 
with blank spaces, as shown in the illustration' above, may 
be used. In these spaces would be inserted the further 


No. 1123S 

iJale Received 

„ Answered 

Answered by 
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! '^particulars indicated. The use of serial numbering and dat!ng 
stamps for this work would be found to save much time. 

The Letters Received Book is keptTor the purpose of tracing 
letters that have come in, and of showing how they have 
been disposed of. When any required letter is found by 
means of this book, the consecutive number identifies it 
beyond question, and the other particulars marked upon it 
show who has dealt with it. and when. 

3 . Record of Outgoing Letters. A Postage Book, or Letters 
Despatched Book, should be kept to record all letters going 
out. The purposes of this book are — ’ 

(1) To show yhether or not any particular letter has been 
posted, and how, when, and where. 

(2) By being balanced every morning, to keep a check on 
the postage stamps used the day before. 

A form like the following is suggested — 

Postage Book. 




i 

Name and Town 

i"j 



[ Posted 


{ 

fieivQd«| 

|_ 



Where 

When 

By 



s. 

1 

6/A Nov., Ifl.. 

Cash 

Higgins, Bolton 

Hall, Manchester 

George, „ 

Mills, Leicester 

MoorCI Birmingham 

' ' 

’i 

d. 

3 

f 

Green St. 

9.45 

A.B. 

Telegram 


1 

■1 

6 

6 

Young, Glasgow 

Smith, Thos., London 
Roberts & Co., Cardiff 
Sec. 

Toua for the day 
Balance carried doom 

7 Nov., 19.. 
Balanc? brougla down 
Cash 

:'3 

£5 

is 

i' 

i" 

6 

Bag” - 
Green St. 

12.30 

3.30 

3.30 

CD. 

A.B. 

A.B.| 

Registered 

1 Parcel 
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4 . The Copying of Documents. Copies must be kept of alf 
outward letters, of invoices and of rcceii)ts posted to cus- 
tomers, of orders sent out for goods, quotations given, and 
the like. A business man could not conduct his dealings 
satisfactorily v'nless be were able to ascertain at any time 
just what he said to a given correspondent on a previous 
occasion, what was the exact price he quoted some weeks 
ago, or what the particular terms named in the order he placed 
six months back for goods that are now just coming in. In 
modern business, it would never do laboriously to copy out 
each document word for word by hand. The chief means 
we have of making copies are — ^ 

(1) The Copying Press. For the old and familiar method 
of press-copying, we write or type the letter in special ink, 
and a Copy Letter Book is used to retain the copies. A leaf 
of the book is damped; and, with the letter inserted so that 
the back of the leaf is against the writing of the letter, the 
book is pressed in the copying press. The result is that the 
surface of the ink is licked up by the damp leaf and shows 
legibly through the semi-transparent paper of which thenbook 
is made. 

(2) The Rotary Copier. This is a newer means of obtaining 
the same kind of copy as that given by the flat copying press. 
Here rollers are the principal feature of the machine. The 
copy is made by causing the letter and a damped sheet of 
paper to be pres.sed together in passing betweeTi the rollers» 

(3) Carbon Leaf in Books. It is easy to make the duplicate 
and the original at the same time by using the carbonized 
paper, commonly known as “ black leaf but the duplicate 
is not always the cleanest of copies, nor the original the most 
presentable of business documents. This is the process that 
the shopman adopts when at one writing he malces out from 
his counter check-book a bill to give to his customer, and a 
copy to be kept for his employer’s needs. 

(4) The Typewriter and. Carbon Leaf. Where the letter is" 
to be typewritten, the simplest and quickest way to obtain 
a copy is to make a carbon duplicate on the typing machine. 
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''Two sheets of typing paper, and a good thin carbon-lhaf 
between, are all that is needed, the letter and the duplicate 
being thrown off at one operation. By using very thin paper, 
several copies may be obtained 'with only one typing. 

5. A Reply Reference, such as that show^j below, is fre- 
quently put on a letter to indicate the place where the copy 
of the letter is kept. The 
place in this instance may 
be either Copy Letter Book 
No. 8, page 241; or Vertical 
File No. 8, folder 241. 

(See Chapter II^, sec. 5.) 

• 6. Multiplex Copies of business documents for circularizing 
customers, or for other purposes, may be obtained by one of 
the following processes — 

(1) Gelatine Process. This is a primitive method, in which 
• the matter to be copied is first written in concentrated ink on 

glazed paper. The writing is then transferred by hand-roller 
pressure to a slab of gelatine or similar substance, kept in a 
shallc?w metal tray. A limited number of copies may be taken 
off the impression on the slab, if by means of the hand-roller 
first one sheet of paper is pressed against the slab, then a 
second, third, fourth, and so on. After a score or two of 
copies have been made, the ink on the slab gives out. 

(2) Stencil Process. A stencil is a sheet in which the letters 
ate cut throflgh the substance of the sheet. Using paper of 

a special nature, the derk makes the 
stencil, by hand with a hard style, 
or by type'writer, after moving the 
ribbon from the striking point of the 
type-bars. If the stencilis then fixed in 
i. Plat Frame a flat frame and an inked roller passed 
uPLicATOR. pressed through 

the perforations that were made in cutting the letters, and 
the forms of the letters will be traced on the sheet of clean 
paper placed'kindemeath. (See Fig. 1 above and Fig. 2, p. 18.) 

An alternative method is to fix the stendl in a rotary machine 

2— (1737) 







Fig . 3. Rotary Duplicator. 
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like that in Fig. 3, where a hollow drum takes the place of the 
flat printing-frame. The inking roller works inside the drum. 
It presses the ink outwards through the stencil laid over the 



drum, and prints the letter as by a turn of the handle each 
sheet of letter paper is passed quickly, under pressure, between 
the drum and another roUer outside. 

(3) Type Process. The latest multiplex copiers are machines 
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in'wliich type, of llic cliaracler used on the ordinary type- 
writer, is set up in a flat printing frame. The copies are 
impressed from the (ype through a printing ribbon, like a 
typewriter ribbon, but very much broader, whicli is laid over 



Fig. S. The Addressograpb — Printing Parts only 

the set-up type; and they look very similar to letters typed 
in the ordinary way. In the newest variety of this kind of 
machine (see Fig. 4), the printing frame takes the form of 
a cylinder into the outside of which the typfe is fixed as 
required. 
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' (4) Lithography and Letterpress Printing. For large 
quantities, these processes are resorted to, and the copies 
required are procured to order from printers skilled in all 
the technicalities of their trade. 

7 . Machines for Office Work. Mechanical devices are 
coming more and more to the fore as labour and time savers, 
in of&ce work. With the typewriter, everybody is now- 
familiar. There are machines for af&xing postage or insurance 
stamps, keeping record of the number used. And we have' 
just described in their leading features, machines for making; 
multiplex copies of letters and other documents. 

For addressing circnlars or catalogues, there. Me severall 
makes of machine on the market. A stencil or an embossed 
plate is made of each new address to be added to the address- 
list. The plates or stencils, when not in use, are kept in 
trays, and standing on edge arranged in strict alphabetical 
order, on the principle of the Card Index. (See Chapter IV.) 
The addressing machine automatically takes the plates from 
a trayv fixed on the machine, prints the address of each on to 
an envelope or wrapper fed into the machine, and puts each 
plate back in order into another tray placed underneath to 
receive it, as shown in Fig. 5. A thousand or more addresses 
an hour can easily be printed in this way by one person. 
The machine may be driven by treadle or by the electric 
current supplifed to the business premises for lighting purposes. 
Some macMnes are so arranged that an index card of every 
address plate is visible at the printing point, thus permitting 
the addressing or the skipping of names as required. 

Under the head of office machinery, we should not omit to 
mention the adding machine used by banks, insurance 
ofiices, and important business houses where much listing 
and adding of figures are necessary. The machine is operated 
by means of keys like those of a typewriter or a shopkeeper's 
cash register. It types long columns of figures fed into it 
,by depression’ of the keys, adds them at the same time by an 
internal mechanism of cog-wheels; and on the moving of a 
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le^er by the operator, it delivers the total, also typed. Theh 
there is a small adding device, which is attached to the ordinary 
tyiiewriter and is used fdr invoicing pui-poses. And there are 
calculating machines, such as the Comptometer, Fig. 6, also 
worked by kcj^s and used in multiplication as well as addition. 
I'hese are machines that wilt come into wider use it as becomes 
realized what time and mental drudgery they can be made 



to .save, and how much of the erring human -element they 
eliminate. 

8. Post Office Services. For the various services of the 
Post Office, and the many regulations regarding letters, 
money and postal orders, parcels and the “ cash on delivery ” 
system, telegrams, and the telephone, the reader is referred 
to the Post Office Guide, new editions of which are published 
at frequent intervals. The space at our disposal can be used 
to better purpose than in setting out voluminous details that 
are readily accessible elsewhere. 

Foreign and colonial telegrams and the manipulation of 
code messages are dealt with in Chapter XV, in connection 
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^Wtli foreign trade. A few hints on the writing of pliin 
language telegrams will make an appropriate close to this 
chapter of minor points. 

9 . Rules for Writing Telegrams, (i) The first essential 
is to make the meaning perfectly clear. 0 

(2) The next is to use as few words as possible; but clearness 
must never be sacrificed to brevity. A misunderstanding, 
by causing delay, will defeat the object of sending a telegram; 
which is to save time. 

(3) Arrange the words of the telegram so that the mosi 
service can be got out of each word. 

Examples. 

(«) Instead oX Daimler oar must be here latest Tuesday mormng or 
tamt (10 words), say. Cancel Daimler unless here Tuesday morning 
(6 words), where the word cancel is so placed as to yield the utmost of 
efisctiveness. 

(J) Instead of Well come to-morrow with samples (5 words), say. 
Bringing samples to-morrow (3 words), where the one word bringing 
IS used to convey as much moaning as the three will come with. 

(4) Tf doing so can be avoided, do not repeat the sense, even 
partially, either by using the same word, or by using another 
of similar meaning. 


Examples. 

(а) Instead of Offer firm twelve noon lo-morrow (5 words), write 
Offer tiU noonis-morroze/ (4 words). 

(б) Instead of Goods ordered sold out, can execute older in two days' 
time (11 words), write Goods ordered sold out, can supply t» two days, 
or Cm supply Wednesday next (8 words). In the original, the words 
erhr and time are both unnecessary repetitions of ideas previously 
expressed. ’ 

(5) Rather than figures or abbreviations, write full words. 
For example— 

10 cases @ 641$ FOR Glasgow, 

should be turned into 

Ten cases fifty-four and six Glasgow station. 

The second, as words go in telegrams, is one word longer 
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thUn the first; but it is very much less liable to error in thEs 
process of transmission. 

(6) Compound words, ‘such as mother-in-law, forty-seven, 
and Anglo-American,, are each charged as a single word. So 
are names towns and villages like King’s Lynn and 
Bovey Tracey. 

(7) Grammatical form is not necessary in telegrams; and 
punctuation marlcs, quotation marks, apostrophes, and 
hyphens would each be charged as a word if they had to be 
telegraphed. 

' (8) Use telegraphic addresses wherever they exist. 

(9) Confirm the telegram by letter the SEifne day. 



CHAPTER III 

ON nLES AND FILiJTG 

I. Evolution of the File. Possibly the most primitive of 
filing instruments is the spike file. At any rate, it is the 
rudest form of filing apparatus now in use. But even the 
spike file shows a stage in the development of filing devices. 
Prompted probably by accident with the dangerous point, 
some bygone user turned the straight sharp end into a hook, 
and hung his §le up out of harm's way. A second step 
was taken in the progress of filing when the point or spike 
was made distinct from the hook, and was bent at right 
angles to the wall; that is, in the same 
direction as the nail from which the file 
was suspended. Papers could then be 
put on the file without its being taken 
off its nail, and — ^what was no doubt 
another advantage— the papers would 
hang more or less flat against the wall. 

The third step in this line of develop- 
ment was to cover the contents with 
a large flap or apron, so as to keep 
the precious documents in some 
degree, if only a small degree, cleaner 
and tidier than before. Files like these 
are still in general use; but they are too 
dirty and, slovenly for methodical 
work. With such appliances, it is 
not possible to keep papers either 
straight or secure; and to arrange 
them carefully in any of the ways 
explained hereafter is out of the 
question. Efficiency in filing has to ^ Docket. 

be sought by other means. 

Another primitive method was to fold the letter lengthwise, 
25 
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dosket its date and the sender’s name outside, place the lettei* 
on the top of others previously received and similarly folded, 
and tie the bundle round* the middle with a piece of tape or 
string. Here, too, sopic unknown genius must have been at 
work. When^his file took on unwieldly proportions, he 
conceived the plan of separating the bundle into several lots, 
For we find a system doing duty yet in which a separate pile 
is kept for each letter of the alphabet, and each document is 
placed in the pile that bears the initial of the sender. To 
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keep so many piles in good order, a pigeon-hole 'for each is 
necessary; so there came into use a wooden frame with 
twenty-four divisions, as in Fig. 8. This method is capable 
of yielding a very considerable degree of orderliness and 
thoroughness. Nevertheless, the Pigeon-hole and Docket 
System, as it is called, has been superseded by newer methods 
that permit the contents of the file to be arranged with much 
less labour, and referred to with far greater ease. 
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2. Pocket Files and Box Files. The pocket file is one of the 
simpler of recent forms, and, being closed, it protects what 
it holds from dust and damage. The file contains A, B, C, 
pocket divisions that look like the bdlows of a concertina, 
and are usually fastened into a strong back like the binding 
covers of a book. Letters are placed in the pockets according 
to initials, and without being folded or fastened. The file 
stands on a shelf, desk, or book-rack. For documents of 



Fig . 0. File with Pocket Divisions. 

different lands, as letters, quotations, orders, invokes, 
statements, and receipts, separate files may be used. 

The box file also offers the advantage of being closed, 
keeping its contents clean and protected; and it, too, may 
stand on edge on a shelf or elsewhere. But when used in a 
set, each unit holding documents of one kind, these files may 
lie on their sides and talce the form of drawers, the set being 
made up as 'a small cabinet. The papers in a file like this 
are usually held in place by a strong spring inside the box 
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or 'drawer. If, amongst the contents, an A, B, C index of 
loose sheets were introduced, almost the same type as the 
flat file described in section 4 below would be obtained. 

3. Principles of S7s1:ematic Filing. Filing may be defined 
as — ' 

The pulling away of letters and other documents to protect them 
from damage and I 0 keep them in order for future reference. 

The two aims to be kept in view are (a) preservation of the 
papers; (6) facility of reference to them. The nature of business 



I'tg. 10. A Drawer File. 

documents offers a little choice in the manner of th?ir arrange- 
ment, and, as a guiding principle, any of the following orders 
may be taken— 

{«) Alphabetical, according to names or subjects; 

(i) Chronological, i.e., the order of the dates of the documents- 
JSe ?CSed 8iven to the papers on 

But two of these principles, or even all three, may be 
combined. ^ 
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(1) Alphabetical Order. By this is meant strict A, C 
arrangement, exactly like that of the words in a dictionary. 
Letters received and copies of those sent in answer are filed 
away together. The letters received ire filed according to 
the names of the persons who sent them; the tfopies of letters 
despatched, according to the names of the persons written to. 
The letters or copies, are arranged first by the initials of the 
surnames; then, where initials are the same, by the second 
letters of the surnames. If the second letters are the same, 
the third is taken as the guide, then the fourth, and so on. 
Should the surnames be wholly alike, we go by the corre- 
spondents’ other-,names; and, when these, too, happen to be 
Identical, by the towns in which the correspondents live. 
This arrangement gives an exact place to each correspondent’s 
letters, and so makes reference to them easier and quicker. 
As an illustration, the following twelve names arc arranged 
in strict alphabetical order— 

1. Bacon 5. Binns 9. Bowen 

2. Balfour 6. Black 10. Briggs 

3. Ball 7. Blackwood 11. Brown 

4. Bennett 8. Bompaa 12 Burton 

A letter from Brown & Co. would take its place in front 
of the one from Brown & Sons. George Briggs, of London, 
would come before George Briggs, of Manchester; and 
Francis Bacon, of Carlisle, before the same name from 
Coventry. 

It should be noticed that the Popular Supply Co.’s 
correspondence is to be filed under P, that letter being the 
initial of the most distinctive word in the name. For the 
same reason, The Postmaster, Newcastle-on-Tyne, should 
go under N; and The Manager, The Gas Works, Oldham, 
under 0. Lloyds Bank, Limited, Birmingham, had better 
go under L. It would be placed in front of Lloyds Bank, 
Limited, Derby; and a letter from the Sheffield branch 
of the same bank would, of course, come last of the three. 

(2) Numerical Order. Take invoices inwards, i.e., those 
received for goods bought. As the invoices come to hand. 
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and are passed (see Chapter V, under heads 1 and 4), it is^ 
usual for the names, dates and amounts to be entered in a 
Purchases Book, one invoice to one line of the book. The 
invoices themselves ase preserved, so that we may look them 
up when we witit any particulars not entered in the Purchases 
Book about the goods or prices. The order of the entries in 
the Purchases Book is a permanent one; therefore, an excellent 
plan to follow in the keeping, of the invoices is to file them 
away in the same order as that of the entries. Each page of 
the Purchases Book will have a printed consecutive number, 
and the lines of the page should be given printed numbers 
also, say 1 to 40, down the left-hand margin of the page. 
In red ink or in blue lead-pencil, the invoices are marked 
with the page and line of each entry. Thus, the markings 
124/1, 124/2, 124/3 . . . 124/40, refer to entries on page 
124, and on the lines 1, 2, 3, to respectively. 

This method of filing is just as applicable to the typed 
duplicates kept of invoices outwards, i.e., invoices sent to 
customers for goods sold. It is suitable also for the duplicates 
of credit notes given to customers, and of debit notes sent 
to creditors. For explanation of these documents, see under 
head 5, in Chapter V. 

The receipts obtained for sums paid out may be filed in a 
similar way. The number marked on each filed receipt will 
appear in the Cash Book against the entry of the corresponding 
payment. But, in filing receipts, it will be found more con- 
venient to ignore the page numbers, also to insert the receipt 
numbers by hand on the lines in the Cash Book where they 
are required. The munbers may begin at 1, and run right 
on to 10,000. When this last number is reached, the series 
can be commenced anew. Commercial papers of other kinds 
may be filed in the same way as receipts, e.g., transfer deeds 
lodged with joint-stock companies in respect of dealings in 
the companies’ shares. 

(3) Chronological Order. Such documents as periodical 
reports, daily, weekly, or monthly returns, would probably 
be filed simply in the order of their dates, the latest on the 
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top. If the return consisted of a list of names, these names 
might run in A, B, C order, and sq give, in the one set of 
documents, a combination of chronological and alphabetical 
arrangements. Further, when business tetters are being filed 
alphabetically, all those from and to the sariJe person will 
automatically come together. These should then be put 
into order of date amongst themselves. 

(4) Comparing Methods (1) and (2), we find that in the 
alphabetical order, later letters are from time to time inserted 
according to initials, here, there, and everywhere, amongst, 
the earlier contents of the file. On the other hand, the 
sequence of the documents in the numerical arrangement is 
permanent from the start. The earlier contents remain un- 
disturbed ; additions simply fol- 
low on. Of the two files about to 
be described, the flat file is the 
more suitable for the permanent 
order ; the vertical file for the 
changing one. In the flat file 
the contents are held in place by 
aj fastening, which causes little 
inconvenience, and is perhaps an 
advantagejwhere the order of the 
papers never alters. In the ver- 
tical file, the contents arc free, 
have no fastening whatever— a fea- 
ture that renders the insertion 
or the withdrawal of iiny docu- 
ment an operation of the utmost 
ease. 

A variation of the numerical 
method, adapted to letters on 
the vertical file, will be ex- 
plained when the vertical file is 
described. 

4 . The Flat File. In this file the lettexs or other documents 
are placed in a flat or horizontal position, one on the top 



Fig . 11 . The " Shannon " 
File. 
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of another to a lliickncss of about three inches. The 
characteristics of the fil^ are— 

(1) An Alphabetical Index, consisting of loose, stiff sheets dis- 
tributed throughout the file. Between these index sheets, the 
contents are afranged in strict alphabetical or dictionary order. 

(2) A Spring Fastening, commonly a double arch of 
thin metal tube, to which the letters are attached through 
perforations made in them with a punch, One form of the 
punch is shown at the foot of the file in Fig. 11. 

(3) The Form of the File. It is made— 

(n) To liang on the wall, as illnstraled in Fig. 11; 

(6) To btancl on end on a shoU. like a book; «. 

(i:) In llio shape of a drawer tliat is part of a cabinet consisting of 
a nuiii1)cr of .similar drawei -files, as in Fig. 12. 



Fig. IS. Horizontai, Filing Cabinet. 


(4) Transfer or Binding Cases, of the same capacity as- 
the file itself. When a file is full, its contents are removed in 
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uftdisturbecl order to one of these transfer cases, in which they 
are held together by a fastening more or less similar to that 
of the file proper. 

S. The Vertical File is so called to distinguish it from the 
horizontal or flat file, and because of the uprig’«t position in 
which its contents are held. The file consists of — 

(1) A Drawer or box, rather long and almost as deep as 
wide, say 24 in. by 12 in. by 10 in. inside measurements. 



/•tg. 13, A Vertical File. 


In tliis the letters or other contents me made to stand on 
edge — ^usually on the left-hand edge and face foremost — 
without fastening of any kind. 

(2) Guide Cards marked alphabetically or numerically. 
These serve in whole or part as the index to the file, the letters 
being arranged between them, also alphabetically or numeri- 
cally, in the folders described below. The guide cards are 
held in place by a rod running from front to back of the 
drawer, and tlirough the eyelet at the base of each guide card. 

3— (1737) 



subject about wWch correspondence is carried on with 
several persons. The folder (see Fig. 15), serves to keep 
together all the letters from and to each corfespondent, or 
all the letters on the special subject for which it is provided.' 
The folder has no fastening so that the whole of any person’s 
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correspondence, when required for reference, can be withdrawn 
simply by lifting his folder out of the hie. On the top edge of 
the folder appears the name of the correspondent, together 
with the number, if any, allotted to hinl. 



Fij’, IS. Foi-niiK. 


(4) Cabinels. Each single file is usually a drawer in a cabinet 
that consists of several similar drawers. These cabinets are 
made with detachable sides, so that an additional set of 
drawers may be added when increased filing accommodation 
becomes necessary. 

(5) Transfer Cases. When a file becomes inconveniently 
full, the contents, or some of them, are taken out and put in 
a transfer case. The transfer case may be a small cardboard 
bo.x, intended to take only a portion of the letters in a file; 
or it may be a wooden box of the same size as the file and taking 
the whole of the contents just as they stand. 

(6) The Advantages of the Vertical File over the flat file 
are — ■ 

{a) That its capacity, and therefore its range of reference, 
is many times greater than that of the flat file. 
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* (6) That there is no fastening to tear the papers on the 
file, and that no time js taken up in releasing a document 
before it can be removed. 

(c) That there is fio turning over of letters that have been 



Fig. IS. Vbrticai. Fiung Cabinet, 


filed on the top of the one required. The letters do not rest 
on one another, but stand upright one behind another, the 
upper edges of all being exposed to view and to touch. 

(7) Numerical Arrangement of the Vertical File. In place 
of the simpler alphabetical arrangement of the guide cards 
and folders, a numerical one may be adopted. Then the 
folders are numbered consecutively, and a permanent number 
is allotted to each correspondent or to each subject, as the 
case may be. The guide cards also take numbers instead of 
alphabetical letters. They are commonly marked 10, 20, 30, 
40, SO, and so on, and ten folders are placed in front of each, 
guide card. A separate file, arranged alphabetically and 



numbers allotted to them. When arranged on the alphabetical 
plan, a file contains its own index; but with the numerical 
plan a separate alphabetical index must be provided. The 
form used is the card index, now to be described. 




CHAPTER IV 

INDEXES AND CARD RECORDS 

I. The Cardfndex. The uses of the card index are various, 
and are not confined to its service in conjunction with the 
numerical arrangement of the vertical file. An index is an 
indicator — a device to point out where particular articles or 
documents or items of information are stored away. As 
letters, invoices, ledger accounts, library books, or anything 
•else can be traced by means only of the names attached to 
^them, it follows 
that indexes must 
be constructed 
on the alphabeti- 
cal plan. The 
card index com- 
prises — 

(1) A Shallow 
Drawer, Vox, or 
tray (see Fig. 18), 
7^,0. id. CAim Index. with or without a 

rod running from 

front to back in the bottom of the drawer. 

(2) Name Cards, common size about 5 in. by 3 in., one 
card for each name, subject, book-title, etc., on the index. 
The cards stand upright in the drawer. 

(3) Initial Cards, with projections that bear the letters of 
the alphabet, one card for each letter. In many cases the 
letters of the alphabet are further sub-divided as in Figs. 14 
and 19. Between the initial cards, the more numerous name 
cards are arranged, aU names with the same initial letter 
being placed in strict dictionary order amongst themselves. 

The card index is particularly suitable for anything in the 
nature of a register. Such are-— 

{a) Address lists of customers, manufacturers, subscribers, 
shareholders in companies, etc. 
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(b) Registers of inquiries to be " followed up ’’ wiicn orders 
do not result from the quotations sent. 

(c) Records of present and past employees. 

(fl!) Library catalogues. 

For some purposes, an index in book form maybe preferable. 
Thus, for a ledger in 
the shape of an ordin- 
ary bound book, an in- 
dex that fits inside the 
cover of the book is the 
more convenient kind. 

Advantages of the 
Card Index. The card 
index is at once the 
most exact and the 
most elastic form of 
index. 

(1) The chief advan- 
tage of the card form 
for any list of names is that each new entry can be inserted 
in its exact place, so that the strict alphabetical order of all 
the entries need never be marred by a single misplacement, 
In indexes of book form, a new name has to be entered on the 
next available line of the appropriate division, whether that 
line is in alphabetical order or not. To look for a name in a 
card index properly kept, we turn to the exact place where 
the name sliould be. If it is not there, we know it is not on 
the index at all, and no time need be wasted in hunting for it. 

(2) Another advantage is that, by means of division cards 
of a distinctive colour, the index can be marked out into sec- 
tions. For example, on a geographical basis, it could be 
divided into (a) London; (6) Provincial; (c) Colonial; and [d) 
Continental. Each of these sections would have its own full 
set of A, B, C initial cards. 

Again, each initial card may be supplemented by a set of 
cards for the second letters of the names beginning with that 
'initial ; and perhaps further sets for the third letters, and 



I'ig 7.9. Section of Large Card Inde.s. 
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even for the fourth when the index is a big one. B nameS, 
for example, might be supplied with second-letter cards, 
thus — 

Names, in order, /ollowiiig cnrli 
Iiiilinl lelhr seiniid-lcllet card. 

li A Bakci, Ball, Ranult, Baxter 

IC Becklon, Bell, Benn. Berry 

I Bihby, Hilling. Bmns, Biiks 

I. Black, Bland, Bkiiimlicld, Blunt 

O Bolton, Boiiinc, Bowie. Boycott 

It Brady, Briggs. Blown, Bryce 

U Bucliaikin, Bull, Burns, RiiNton 

Y Byars. Byles, Byng, Byrngi 

When this practice is followed, it is usual to have the initials 
all in the lirst place on the left-hand side of the drawer, the 
second letters in a second place a little farther to the right. 
But when initials only arc used, they arc made to run in 
fives from left to right across the drawer, as is shown in 
Fig, 18. 

(3) A further advantage, particularly when the index is a 
library catalogue, arises from the use of hvo colours of name- 
cards. One colour can be used for the titles of the books; 
the other for the authors’ names. In the card index of a 


Hinh Street Extension. 

Anhitert, A. Ufown, fold 
l.andowurr, C. Jloild ,, 

CoHtraeiiyr, li. (■'aymer 
Ctly Corpotalion ,, 


l-il’. 30. SuBjHcr Caro. 

vertical hie, specially coloured subject-cards, written up as 
in Fig. 20, exemplify tlie same idea. Here the letters from 
and to each person named on the subject-card arc to be found 
in his own folder, the number of wliich is given. 

(4) Lastly, it is an advantage that only live names need be*^ 
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retained on the current lile. The names that have droppe.d 
out of use arc removed to an " out-(if-clato ’’ dra-wcr. 

The Kardex is a form of card index that keeps the title of 
each card in view. The cards are inserteePin overlapping, trans- 
parent covers held flat in the shallow trays of a'Tnetal cabinet. 

2. An Ordinary Index is, of conrsc, in book form and has 
but one division for each letter of the alphabet. Each name 
to be indexed is entered in the division that bears the initial 
of the name. It must be. entered in the order in which it 
first turns up, and, as Fig. 21 shows, this is seldom the 
dictionary order. 



21 . 

OnniNARY Form or Indkx. opkn at Letter G. 


The Croxs-refereiicc of the Copy Letter Book. The Copy 
Letter Book, if one sliould be in use, would be indexed as in 
Fig. 21; but to save our turning to the index in referring 
from one letter to the next one for the same person, a " cross- 
reference ’’ is made on the page where each letter is copied. 
If the above illustration is taken as the index, the letter 
copied on page 156 would be marked 75/202. This would 
mean that the next preceding letter to Gill & Sons appears 
on page 75; and the one next folloiving, on page 202. 

3. The Vowel Index is a variant of the ordinary book form 
of index, and is designed to save time in finding a name where 
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a large number of entries occurs under each initial letter. The 
section set apart for each^initial is cut up into six sub-divisions 
for the vowels A, E, I, O, U and Y, as in Fig. 22. The name 

/■'ig. 22. OF VoWJiL INDEX, OPEN AT LETTEU P. 

(Siiifnhle for a Ledger.) 




to be entered is allocated, first to the section of the index 
bearing the initial of the name; then to that sub-diviSion of 
this section which takes the particular vowel that first follows 
the initial of the name. When the names begin with vowels, 
they follow the rule just given, and are indexed thus— 

Ashburton, under initial A, vowel U 

Edmonds „ .. E „ O 

iLUNGWORTlr „ „ I „ I 

Oates ,. „ O „ A 

Underwood „ „ U ,, E 

Sub-division of the book form of index may, however, be 
carried out on other lines. 

4 . Card Records. As an example of the application of the 
card principle to purposes other than that of an index, the 
recording of trade advertisements might be taken. The 
actual size of the card illustrated in Fig. 23, is 8 in. by 5 in. 
This card was designed to record advertisements in weekly 
publications, and in other periodicals when not more than 





NEW PICTORIAL. 




Ormerod, Henry Haworth, 

Brentwood, Mayfield Road, Korthenden, Cheshire; Banker. 
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live advertisements appear each month. The card is intended 
to show the date of each advertiseniipnt, the space occupied, 
and an indication of the nature of the announcement. The 
jjrice of each insertion and the total co«t for the month are 
filled in when the advertising account is receive(?and checked 
with tliis card. A similar ruling on the back takes the second 
si.x months of the year. The monthly charge for each paper, 
the number of replies traced by means of the key number 
(cojiied from the advertisement into the replie.s), and the cost 



[)or rei'jly, are all sumniarii'.ed in a loose-leaf book, under the 
name of the pul.)lication as shown in Fig. 24. The summary 
is constructed so as to permit inonth being compared with 
month, and .year with year. 

’ 5. Loose-leaf Books. Some of the advantages of the card 
method may be applied to the keeping of records in book 
form, if what is known as the “ loose-leaf ” system is adopted. 
Instead of sewn leaves, single removable leaves are used, the 
leaves being held together verj' tightly in a strong cover by 
pressure alone. The method is suitable, with modifications, 
ior ledger accounts, wages sheets, departmental analyses of 
sales, purchases, etc. The secretary of a public compan.y 


48 MODERN BUSINESS AND ITS METHODS 

would find it convenient to keep his Share Register in loose- 
leaf form (see Fig. 25). ^With the share accounts arranged in 
dictionary order, there is no longer any need for an index 
in addition. Dictionary order is also followed in arranging 
th{! records o^adverlising media of which Fig. 24 is a specimen. 

The two kinds of records last referred to arc bound together 
between strong, durable boards in permanent books. Fig. 26 
shows what such a book looks like, and how a leaf is removed 
or a new one inserted. Fig. 27 is an illustration of a light 
cover or binder for papers kept together on the loose-leaf 
'method. It is suitable for catalogue sheets, price lists, or 
any kind of light papers that one may desire to be held 
together and yet be separable; and that are being kept for 
temporary purposes only. This binder may be used in the 
vertical file, instead of the ordinary folder, when the papers 
to be filed under one name are numerous ; or when invoices or 
similar documents are filed by names, and not on the 
numerical plan explained in the previous chapter. 



CirAPTER V 

os nUSINKSS DOCUMIiNTS 

1. An Invoice is ri wriltt-n nolo sliowinf,' qiiantily, descrip- 
tion, prii e per imil. ami total value of ^oods supplied or showing 
partienlrirs of worU done or services rendered. It is sent by 
tla; 'oll(‘r lo the huver on delivery of the goods or on 
LDinpletion of llie^woik. 


Example No. i. 


HiSKLOW .\llLt.S, 

DcwstJi'HY. I'm l\uv. 10—, 


Bought of FIRTH, SHIPLEY & CO., Limited. 


f!, ! t,. * K.E R., carriage p.iid 
Yam Order- 328. 

3,‘ \ prompt. 


ms?) 
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Example No. 2. 

I.'M {'ireat Ancoats Road, 

AI \AXiiESTEi». JMh Dec., HI—. 

Mr. ] 1 en,iami\' Browh. 

Bor.To.'s, 

Bought of HARDACRE & EARNSHAW, 
Fiirniliire Maiinfactunrs. 



Example No. 3. 

UlRMl.N'OIlAM, * 

lOlh Jan., HI--. 

Mr.sARs A. B, Kbnrick & Sons, 

Hanusworth. 


Invoice from TEMPLETON, JENKINSON & CO. 



The foregoing arc specimens of the home trade invoice; 
the export invoice is treated of in Chapters XIII and 
XIV. Copies arc kept of all invoices sent to customers. 
How the copies are taken has been explained in Chapter II, 
and the filing of the copies in Chapter III. The word " invoice 



r';i\F.ss uorUMKMs 


roiinrrtfil with “ envoy,” ;i iH(-isenf;cr. IVrhaps )1 Wii-^ 
orif^iiialh’ (he ])liir.i|, imvnis, of (he Fivvcli noun envoi, meaning 
a M’liding or 'lOiuelhiiig st'iil. 

A l>ro formn iiiroicc is :i note in the fonn of an invoice. It 
i- made in the case ol a jimposed .sale (o show what the charge 
or eliarges would he were an actual sale effected. A pro forma 
invoice i^ ,'ilso furnished to an agent when goods are sent to him 
” on coiisigiinient,” to he sold hv him on the ow'iior’s behalf 
al the hesi price he can get. 

2 . A Statement of Account is a wailten note sent by a 
creditor to his dehlor, showing such portion of the debtor's 
account as is duejor payment, and selling out the dates and 
ainouut.s of the v.uious items I hat make up the sum claimed. 


Example No. i. 

JSl.SKLOW iMlLl.S, 

lir.wsuitRV, \'av , 

\Ii-.ie.^l'isKM(uc, ,1 SMirir. 

Dr. to FIRTH, SHIPLEY & CO., Limited. 


I'l- 

N.n 

i 'J'tJ laiiid'. 

i I ' 

IZS .s 
■.iej 12 

,7 



!i7 ! Ity Ov CK il.llgt' 

;j 

! 


l.al 

I'tU 


jj ’ iHompt 

1 


! 


.Statements of account are commonly sent out for a month's 
transactions at a time; but they may be rendered for shorter 
Or for longer periods in accordance with the tenns of credit 
recognized in the particular traile, or agreed upon specially 
liotvveen the parties to the transactions. 
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3. Invoice and Statement Compared. An invoice is made for 
the purpose of showing particulars of the goods sold or of the 
services rendered, and not with the object of requesting 
payment. On the other liand, the purpose of a statement of 
account is to show what is owing by the debtor, with a view 
of his remitting the amount when the date for payment 
arrives. It does not contain particulars of the goods or ser- 
vices that the sum is owing for. Because of this distinction 
in purpose, it is better to reserve the words “ Debtor to ” 
forthe heading of tlie statement, and not to use them, as is often 
done, in the heading of the invoice. On an invoice for work 
only, say for bleaching cloth or for carting bricl^s, the words 
" Invoice from ” may be substituted for " Bought of," if 
the latter are thought to be inappropriate. 

4. Passing the Invoice. (1) The charged must be 

checked with what are received, and with what were ordered, 
as shown by the buyer’s copy of the order given. 

(2) The prices charged should be checked with the qualities 
supplied; also with the prices stated in the order, or in the price^ 
list or quotation on which the order was based. 
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(3) All ciilriihi/iniis, vvlioUier cxli-iibions or ufUlilionb, must 
l)c rluM kud htdort; the invoice is )xisso(J us correct. 

(4) Tlie invoice .slioiilrl he initialed by each of the several 
persons conrorned in the checkiiifj, and •then by the buyer 
lesponsibh: for haviiifi; ordered the Koofl**- So tIAt this may 


itthuis tt'tt iwd on . 

^ thnhnlhv 

( (ill itlnHom ,, 

! muHi r />rfsv#y/ ,, 


be done neatly and in regular course, it is best to provide 
sp)aces tor tlie inilinis by a rubber stamp impression made on 
tile invoice in a form like the illustration above. 

5 . Debit Note and Credit Note. A debit note is sent by the 
piirehascr to the seller when the purchaser claims the value 
of goods he has sent back, or of an allowance due to him. 

•A credit note comes from the seller to the purchaser when 
returns* are taken back from the purchaser, or when an 
allowance is madi; to him. 

'lo debit is to r/wrge an amount to an account; to credit 
i.s to nllow one. 


I. Example of Debit Note. 

1232 O.MOKO .SlWl-hT, 

Lonoon. •jrM Nov., m — . 

MiCs.SKS. J'lHrU, Sllll'l KY ,V Co.. f.TIJ., 

UiJw.sueuY, 


Debited by PINKERTON & SMITH. 


yards Tivectl Dvrrcliarged in your 


L 

1:= 

Invoice of the 20th mst. ,. <a 

1 

3d. 

i 

1 

17 
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2 . Example of Credit Note. 



Mic.'i.srs, Pin'kkrio.n & SMirii, 

I-onCjon' 

Credited by FIRTH, SHIPLEY & CO., Limited. 



6. Receipts. Care should be taken to see that formal re- 
ceipts arc obtained for all amounts paid out. The receipts 
should be filed away in order, and kept as vouchers to 
authenticate the Cash Book entries of outgoings. The receipt 
IS also the best evidence of payment that can be produced 
when, as sometimes happens, a demand comes to hand for 
an account that has already been discharged. 

When money comes in, a receipt is given in reti]fn. It 
should he given on a printed form taken out of a receipt book 
and bearing a serial number. The receipts given by some 
business houses arc on forms of ordinary commercial size. 
Others arc quite small — so small that one may be stuck on 
at the bottom of the statement of account for payment of which 
it is issued. The size is of less consequence than enforcement 
of the regulation that a copy be kejit of every receipt written, 
the cepy being either a counterfoil or a carbon duplicate. 
These copies are the source from which all entries of incoming 
cash are made in the Cash Rook. By observance of the rule 
that a copy must be kept in every case, omission of entries is 
prevented, and consequent trouble in the balancing of the 
cash is averted. The rule also helps to prevent what might 
give serious offence to a customer, namely, the failure once 
in a while to credit an account with cash received. 

A sum short of the full amount due, sent in settlement of 
a debt, may be retained in part payment and claim may bt: 
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niadc later for the balance, provided the receipt stales that 
tlic payment is taken “ on account "lOr " in part payment " 
only. Such a receipt would, of course, be accompanied by a 
letter of explanation. 


Form of Receipt. 

A(i. P I282‘l. Ukistoi,. Isl JJec., 19... 

RECEIVED Iroiii WiissKS Jones & Higgins, NolUnghani, 
the .sum of Two Imntliod and one pounds in pari payment of 
mil November .ir.coun(. — 

/•Of WiLKjiNS & Goo DBICII, 

/^20I 0 : (). Geo. E. Mills. 


Every receipt for or upwards should bear a twopenny 
revenue stamp. Thu stump must be affixed and cancelled 
when the receipt is given, unless the receipt is written on a 
turni tlijit already bears an impressed stamp. 

7. Specifications. In the engineering, building, and allied 
trailus, work is carried out in accordance with specifications 
and flrawings prepared by draughtsmen, architects, and others 
spticially skilled in this work. A specification sets out in order 
and in detail all particulars of material, quality, shape, size, 
etc., of the various parts of tlie building or the machine to be 
constructed. It is on the basis of the specification that the 
cost of the contract or jol> is estimated before the tender or 
fjuotation for carrying out the work is sent in. To show the 
nature of tlie contents and the manner of setting out the 
particulars, a short extract from a building specification is 
given below— 


Mason. 

(Jiialtty. 201. All stone to be of the best quality of its kuid, free from 
vents, beds, sand or clay holes, threads, flaws, and all 
other iiupcrfeclions; set on its natural bed, unless 
specially e.xccpted, in fine mortar; cleaned down at 
completion and left perfect. 
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Injury. 202. Any stone injured during the progress of the buildintf 
shall be replaced, or the full cost of such stone deducted 
from the contract sum, at the option of the architect. 

Slones to 203, Every .stone to hold its full length and height square 

be square. ^ to the back. 

Moulds. 20i. The -whole of the mouldings to be -worked to zinc 
moulds. 

Steps and 205 All steps and thresholds to be 9 in. longer than the 

Thresholds. openings; aU steps and landings of staircases to be 

pinned into the walls adjoining, at least 4 J in. where 
there is a -wall at each end; elsewhere, 6 in. 

Jambs. 206. The jamb stones of doors and windows to extend 
from face of wall to face of frame, and from face of 
wall to back of frame, alternately. 

The next example is part of the specification of a motor 

waggotb— 

Capacity. The capacity of the cliassis to be two tons. This load to be 
in addition to the weight of the chassis complete with oil and petrol 
tanlcs and accessories, ready for running. 

Drive. The chassis to bo driven by means of a counter-shaft, thence 
by chains to rear wheels, foUo-wing the standard practice. 

Motor. 30 H.P. The motor to be of standard make, having four 
cylinders cast en hhc. The cylinders of " L " head type, water- 
laoketcd throughout, with ample water space. The motor to be 
supported at four points and connected directly -with the trans- 
mission on the "Umt Power Plant Construction." The motor to 
be fitted with a high-tension magneto. 

Front Axle. The centre part of front axlo to be of I-beam section, 
drop-forged and heat treated. Steering knuckles to be of 3^% 
nickel steel, double heat treated. 

Rear Axle. Solid rectangular forging, 2 in. X 3 in., of vanadium- 
clirome-nickel steel, double heat treated. AU axle bearings to be 
of the taper roller type. 

Jackshaft. The jackshaft 


8. Quotation. The following is a simple specimen — 

HiGurzELD Works, 

Stockport. 30th Oct., 19.,. 

Messrs. Brown, Jones & Gibson, 

MA.NCHESTBK. 

Dear Sirs, 

We thank you for your inquiry of yesterday, and we havi 
Ike pleasure of st^mitting, at the foot hereof, our quotation for 
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your requirements. Shotitd you entrust us with your orders or 
favour us with further inquiries, w<f shall always give them 
jirompt and careful attention. 

Yours faithfully, 

Walter Heushaw, Ltd., 

A. D. 


QUOTATION. 

Round Leather Banding @ 27s. the 100 feet. 

@ 45s. 

Cuttings enciosed. 

Orders for £1 or ewer, delivered free. 

Terms — 21 % monthly account. 



CHAPTER VI 

THE COURSE OF A TRADING TRANSACTION 

From commencement to completion, a typical trading 
Iransaction would consisl of a number of steps such as those, 
or some of those, doscribed below. 

1. Inquiry and Quotation. (1) T/ie iHg’iwVy would emanate 
from the person or company in need of the goods. It would 
proliably be sent to several competing merchants or manu- 
facturers, so that their prices and samples could be compared 
and tlio goods bouglit to the best advantage. 

(2) A quotation — sometimes called an estimate, and at 
other times a tetulcr — would be received from each com- 
petitor, and would contain an exact description of the kind 
and quality of goods he was willing to supply, the price he 
would cliarge, the time he would take to execute the order, 
and so on. 

2 . The Order would be given by the purchaser on the basis 
of the quotation accepted. Where a customer had already 
in his hands tlu' merchant’s or manufacturer’s latest -price 
list for the kind of goods required, he would order from 
llie price list, and neither inquiry nor quotation would be 
necessary. 

A Price List is a list of prices intended to remain in force 
for a season, or for some months or some weeks at least. 
Tlie issuer should abide by the prices named in it until he has 
given notice of its withdrawal. On the contrary, a Prices 
Current is for a particular day only, and for commodities 
that fluctuate in value from day to day. The issuer of tliis 
is not bound to accept orders at the prices named in it. 

Every order should bear a serial number by which it can 
be identified when it is necessary to write about it; and an 
exact copy of the order should be kept by the sender. Where, 
the following points have not been embodied in a quotation, 
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it is important, (a) that the purchaser should state fully in 
liis order tlie description of the goo^s, the exact quantities 
and prices, tlie time and place of delivery, and in the case of 
a new account, tlie terms of payment;-'(6) that, where the 
goods are for future delivery, the seller should be required to 
furnish a written Confirmation of the Order, to show that he 
agrees to all the terms named by the purchaser. Where the 
(jiilci- is for textiles foi future delivery, the manufacturer 
usually furnishes his customer with what is called " an 
illustrated copy of the order,’’ i,e., a sheet with pattern- 
snips of the materials ordered neatly pasted on to it, and 
opjxisite each paj,tern the quantity to be supplied and the 
price to be charged. If both parties arc explicit at the beginning 
of the transaction, they will obviate future dispute. 

3. Opening an Account. When a merchant or manufacturer 
takes an order from a new customer about the soundness of 
whose financial position there is any doubt, the merchant or 
manufacturer asks for trade references; that is, for the names 
of business houses the cu.stomer has had dealings with. Before 
executing the order, the supplier of the goods writes to the 
houses named, asking if they know his new customer to be 
good for credit, siiy up to a stated amount; and if he pays his 
accounts regularly and in time for discount. Two references 
at least shonld be required, so that the answers may be com- 
pared, If tlie order is taken by a traveller showing samples, 
he should ask tlie new customer for the references, and should 
send lliein cm to liLs principal along with the order. The 
traveller may also find out what he can about the customer 
from peoplci he meets, perhaps from other travellers, not 
competitors. Suppose the customer is a house furnisher, and 
the traveller is selling brass bedsteads, there would be no 
harm done by his seeking information from a fellow traveller 
calling on the house furnisher for carpets or window curtains 
or earthenware. 

The bedstead manufacturer may also apply to a status 
^ttquiry office for a report about the tradesman in question. 
Such offices exist for the special purpose of collecting and 
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supplying confidentially information about the status or 
standing of business hojises and persons who buy on credit. 
Further, the manufacturer may get his own banker to make 
the inquiry from the banker the customer. It would be 
of no use hik applying to the customer’s banker direct, for, 
unless in very special circumstances, banks do not supply 
information about their customers except to other banks. 
References from good trade houses are the best, as a rule; 
tlicy arc more to be depended on. 

Replies to inquiries of this kind should always be true 
representations. Particularly if they can be made to bear 
the least \infavourablc interpretation, they should be marked 
" Private and Confidential ” as a protection against possible 
action for libel by the person reported upon. The receiver, 
too, who has acted on a status report that was not true, and 
has suffered loss in consequence, has a right of action for 
damages against the maker who misled him. 

4. The Invoice, etc. An invoice will be sent when the goods 
are despatched; or, if payment is required before delivery, 
it will be sent when the goods are ready to go. Sheuld an 
invoice be delayed after goods are sent off, a Delivery Note 
or Advice Note should be supplied at once stating the number 
and description of the articles, and by what route or carrier 
they are being conveyed. 

Returns and Allowances. A customer should advise returns, 
or make his claim for an allowance or overcharge, by sending 
a debit note to the supplier of the goods. The latter, if he 
agrees, should notify Ws agreement by sending the customer 
a credit note for the amount claimed. , 

5. Rendering the Account. In the old-fashioned methodical 
office, the monthly statements of account were copied in 
the copying press; but it was never really necessary to take 
all that trouble with them, for the particulars of each account 
could always be found in the ledger. It is advisable, however, 
to keep a book (see page 61 ) in which to enter the name and ’ 
total of each of the statements rendered, and the date of render- 
ing. The '• Remarks " column serves to record any foot-notes 



Tlli' CnUKSK OF A TRADING TRANSACTION 


61 


f>ul Dll llic stalemenis before tlicy are sent out, or lo sliow 
tlio dates of letters written about aepounts that are overdue. 

SlMliMKM'S Ol- AcLOlINT, ni-..\I^KKKM ] \N. 14, Jfl- - 



6. Remittance of accounts due for payment is usually 
made by cheque, except when the amount is not more than 
a few shilliuf,'s. The cheque should be enclosed with the 
creditor's statement, or with a remittance letter — a printed 
form on which arc filled in the amount of the cheque, the 
discount, and any other deductions that the remitter may 
have made. The statements sliould, of course, be carefully 
chc< ked item by item, and dise’ountod before the cheques arc 
drawn. Tin- reputation of being a good payer is not the 
least valuable of a business man’s possessions. Rather is it 
one th.it he should guartl with jealous care. Ability and 
readiness to pay not only secure him the best prices and 
discounts at all times, but often bring him the chance of a 
profitable purchase that his less fortunate or less punctilious 
rival never jiears of. 

When the amount to be remitted is very small, a postal 
order is commonly sent in place of a cheque. The use of 
money orders is almost confined to persons without bank 
accounts, who, for that reason, cannot pay by cheque. The 
money order is safer than the postal order because the issuing 
post office takes the name of the sender, and the name of the 
person to whom the money order is to be paid. In the money 
‘order as issued to the remitter, these particulars do not 
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appear; but they are sent by the issuing office, together wi 4 i 
the other particulars ol the order, to the office where it is 
payable. The paying clerk there must obtain a receipt, and 
before lianding ovei* payment he must see that the name in 
the receipt corresponds with the name in his advice. A postal 
order, on the contrary, is issued in blank and without advice, 
.so that any lioldcr can insert his own name or that of any 
otlicr person, and the name of any paying office. Both 
postal orders and money orders, if crossed, must be collected 
through a bank, and when that is done, the formalities of 
payment mentioned above arc dispensed with. 

Duplicates of lost postal or money orders are obtainable 
if after tlie lapse of some little time the originals remain unpaid. 
The issue of a duplicate postal order is made on condition that 
its value shall be refunded should the original afterwards be 
cashed. Also in the case of a lost postal order the duplicate 
may be refused if the counterfoil has not been kept, and the 
name of the payee and the paying office not filled in on the 
original. After once pa5dng a money or a postal order, by 
whomsoever presented, the Postmaster-General is not liable 
to any further claim. Money orders may be transmitted 
by telegraph; and both ordinary and telegraph iponey orders 
are made payable at places abroad. For further information, 
see the Post Office Guide. 

7. The Receipt, or acknowledgment of the sum remitted, 
has been dealt with already. Money coming in by post should 
always be acknowledged on the day it is received; and, in 
case there be a discrepancy, the remittance should be compared 
with the ledger account of the debtor before tiie receipt is 
given. If there is a difference, the customer’s attention should 
be called to it at the time. He should not be allowed to form 
the belief that the account has been settled, and some time 
afterwards have an intimation of the difference sprung 
upon him. 

8. Bills of Exchange. Settlement of accounts is sometimes 
effected by means of bills of exchange payable at future 
dates. These documents are transferable from one person 



THE COURSE OF A TRADING TRANSACTION fi3 

td another. They is'ill be explained at some length in 
Cliapters XI and XII. A bill of exchange drawn on the 
debtor and accepted by him is a definite undertaking on his 
part to pay at a specified date tlie amount named in tlie bill, 
and the undertaking can be enforced in the collets. Action 
may be taken upon it without the necessity of proving that 
the goods it was given for were delivered, or tliat they were 
in accordance with the customer’s order. The acceptor 
fulfils his undertaking if it is at all possible for him to do so, 
because failure to meet the bill at maturity would bring him 
into discredit by letting it be known to all parties concernctl 
in the bill that ho \vas not keeping his engagements. 

9, Collecting Overdue Accounts. Statements of account 
to be sent out should be carefully scrutinized to see that cus- 
tomers arc not falling behind wth their payments. Perfunctory 
foot-notes on statements are not, however, the least objection- 
able or the most efficient means of getting overdue accounts 
in; and it would be well not to resort to them except where 
the accounts are very small, or where the delay in payment 
is believed to be due entirely to oversight. A civil and 
sensible letter enclosed with the statement, drawing attention 
to the delay and inquiring what the debtor’s intentions are, 
is much more likely to bring a reasonable reply. The object 
of correspondence about an overdue account is to get the 
whole of the money in at once if possible; failing that, to get 
a payment of part at once and to reach an agreement about 
the balance. Perhaps the debtor can be induced to accept 
a bill drawn upon him. At the very least the creditor should 
try to elicit a promise, that his customer can be held to, of 
payment being made on a definite future date. If debtor and 
creditor are located in the same town, a call about the account 
would probably be more successful than a letter about it 
would; and, even where the debtor’s business is in a distant 
town, a visit to him would be advisable if the sum at stake 
is a large one. 

When other resources are all exhausted, the debtorjmay 
b*e notified that, if payment is not forthcoming by a given 
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Clay, legal process will be set on foot. For small debts, tKe 
County Courts arc used. The limit of jurisdiction of these 
courts for an ordinary trade debt is £100; and a summons 
will be issued and subsequent proceedings taken on applica- 
tion by thefcreditor or his agent. For a debt of £20 or any 
larger amount, a writ is obtainable in the High Court; but 
there the .services of a solicitor are needed, and the costs are 
on a higher scale. 

10 . Discounts, Interest, etc. 

(1) Cash Discount is an allowance in reduction of the 
amount of an account. It is given for payment of the 
accnimt on or before a recognized date, and it should not 
bo deducted from the amount until payment is being made. 

(2) Trade Discount is an allowance in reduction of the 
price of goods sold. It is made without regard to the time 
when payment may be received, and it is deducted from the 
invoice. Both kinds of discount may be allowed on one 
transaction. 

Trade discount may represent the retailer's profit, as 
where the manufacturer issues a catalogue that fixes ^le price 
of his goods to the general public. Or, for goods that rise 
and fall in value frequently, it may be used as a means of 
raising or lowering the catalogue prices simply by changing 
the rate of the trade discount, and without incurring the 
expense of printing a new catalogue. 

(3) Rates of Discount. Discounts are usually calculated 

at so much per cent, of the amounts to be discounted. Cash 
discount takes a low rate, such as IJ %, %, 3 %, %, 

32 %. 4 %, or 5 %; trade discount, commonly a higher rate, 
such as 10 %, 12J %, 15 %, 20 %, 25 %, 33J*%, and even 
50 % or more. 

(4) Banker’s Discount is interest (see below) charged by a 
banker when he advances the value of a bill of exchange 
before the bih is due, and takes the bill in return for the 
advance. The discount, or interest, is calculated on the 
amount of the bill— -not on the sum advanced — ^for the tim<» 
that the bill has still to run. See pages 123 and 238. 
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Example. 

On ;i B/E ol I'M'iO, iliic Iwo incmth<; liuncp, anil cliscDunlcd :ir -1 ji.a,, 
till' clibcoiiiit would 1)0 jf2. Tlip h.inkor iioiild aclvance /_29S. 

(5) Interest is a charge made for flic IfJtvn of money, or for 
delay in tlie payment of a dclit. It is usually lAlculatcd at 
so much per cent, per ammni. 

(6) Commission is a recompense to an ag<nit, Iravellei, 
manager, or other person, the amount varying with the value 
or the extent of the trade done or services rendered liy him. 
It is commonly calculated at so much per cent, of the Inriiover 
of a traveller, department manager, or selling agent. 

(7) Calculation fif Cash Discount. 


Method No. i. 

5 % is Is. in the ^f; %, 6d. in the £1. For example- - 

.S ■>' of £237 ISs. 4il. is 237 shillings + 8 pence ^ ,^11 17s. Htl.; 
and 2^ % of /333 19.s, 3<l. is .334 sixpences =- 167 sliiilings = {8 7s, Od. 

So % = 1 J times 2J % ; 6} *'/„ ~ 1 } times 5 %, and 
7J 'X) =■ time.s 5 %. For example — 

ll*'. <<'•. « 4i5.s. 9Jd. + 22s. lOJ.I. -■ £3 .Ss. Md, 


Method No. 2. 


This is to be used for such rates as 3 %, %, 4 %, and 

44 %. Take the number of round pounds nearest to the 
amount to be discounted. Multiply that number by double 
the rate per cent. In the product, call the units digit [leiue 
(or, correctly, tenths of a shilling), and the other cligits, 
shillings. For example: 


3i% 01^323 7s. Id. gives 322 x 
.IS 22.5'4 shilling.s; say, £11 .3s. 7d, 


Ptoof. .3J% fliscoimt on £100 
” 322 


7 = 2.2.S4, which gives Ihc iliscouiit 
cm £322 7s. id 
= £3-5 

= £0-035 = -7 slullmgs. 

= 322 times •? shilhng.s. 

= 225-4 shilling.s, as above 


It should be noted that the deduction of two discounts 
successively does not yield the same result as the deduction 
at one time of the two rates combined. £100 less 25 % 

S-(1737) 
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leaves i£75; but in ;£100 less 20 % and 5 %, the £100 less 
20 % leaves £80; and then £80 less 5 % leaves £76. 

11. Terms of Payment. 

Net =F Without discount. 

IVompt — Within one to ten days from delivery of 
the goods. 

% prompt = 3| % discount for payment within one 
to ten days. 

% one month = 2J % on payment after one month’s 
credit. Accounts are very often 
rendered for one month's transactions 
at a time. The exact date of payment 
varies in different trades, and in some 
cases may run to nearly two months 
from the average delivery date. 

3 weekly = 3 % allowed if goods supplied in one 
week are paid for in the week following. 

C.O.D. = Cash to be paid on delivery. 

C.W.O. s: Cash to be sent with the order. 

12. Average Due Date. Suppose we are required draw 
a bill of c.xchange at three months’ date for the total of the 
following invoices— 

.March 10. 1113 18 4 
19. 201 10 6 

April 2. 54 12 2 Total, £370 Is. Od. 

If the whole of the goods had been invoiced on one day, 
the bill would have been drawn at three months from that 
day. Here we must find what date will be a fair substitute 
for all three dates named, taking into consideration the differ- 
ences in the amounts of the invoices. We average the account 
as follows — 

.\pnl 2 is 23 clays from Mar, 10, and S4J x 23 = l,2S3i 

M-arch 19 „ 9 20l| x 9 = l,813i 

.. 10 .. 0 _1I4 X 0= 0^ 

370 3,067 

3067 4- 370 «= 8-29. which gives 8 days from March 10, as the 
average date. The bill is drawn at three months from March 18; 
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ORGANIZATION ANO CONTROL 

I. The Object in View. The simplest business, so far as 
control is concerned, is one run by a single person, who orders 
goods, attends to customers, packs parcels, keeps stock, 
writes letters, checks and pjiys accounts, calculates his profits, 
sweeps his own floors, no doubt; and docs everything himself. 
When the business* grows, the owner will engage assistants to 
work under his direction. If it continues to grow so that it 
becomes too big for him to supervise without help, he will 
divide the duties of management and, in .sharing them with 
others, will keep for himself the leading part. It is the object 
of this chapter and the next to sketch the main lines on which 
a business is commonly organized hnd controlled. Hitherto, 
office work has taken nearly all our space, especially the routine 
work ot\he office. Only now and again have we touched on 
organization in a wider sense. Here it is proposed to carry 
our view of business activities beyond mere office work, and 
in still later chapters many more points in this wider outlook 
will come up for consideration. As regards our immediate 
purpose, it should be understood that all the arrangements 
about to be outlined do not necessarily exist, in fact are not 
at all likely to exist, side by side in any one uiuhirtaking. 
Moreover, railways, banks, insurance offices, and busines.ses 
not engaged directly in the buying and selling of goods, are 
all organized on principles peculiar to the kinds of service 
they render. 

2 . Retail Trade. 

(1) Its Nature. Retail trade is the section of business 
activity that supplies the personal wants of the individual 
consumer, selling to him without intermediary over a sale- 
shop counter, and exhibiting its wares in the shop windows 
familiar to us all. Nearly the whole of retail trade is carried 
67 
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Oil ill shops; find iniicli tlic greater part of shopkeepers’ 
trade is <lonii for ready casli; tiiough credit is freely given by 
some traflt'smiii to customers tlicy know, and often to those 
tliey do not know. • Some retailers, notably piano dealers and 
house funu.ihors, woik on the instalment system. The old- 
style sliojiki'cper, who allows his customers credit, sends his 
accinmts out once a quarter only. The new-style retailer 
prefers to sell for cash e.vclnsivcly, and to give the customer 
the heiii'lit in the price. 

(2j The Multi Business. During recent years, the 
retail Iradc has been invaded by the multiple-shop business — 
that which owns bianch shops all over a locality, or all over 
the country; always sells for cash; and supplies its branches 
from a headqufirters which, as often as not, is a factory in a 
central town. Such businesses sometimes claim to benefit 
the communily by supplying direct from manufacturer to 
consumer anti elimhuding the profit of the wholesale merchant. 
Some of them may keep the level of prices down; but it would 
perhaps be nearer the truth to say that these businesses 
sell at in ices very similar to those of other retailers, and retain 
the wholesaler’s profit for themselves. As a rule, goods can 
be produceil in large (luantities at one factory, and distributed 
to tlie branches from one centre, more cheaply than if they 
svere produced at different places and distributed from 
.sevcnil supply depots. Bui over-centralization will add to 
the cost of carriage and to the time taken to deliver supplies 
to ilistant shops; so that local supply-depots may become 
a ncccs>ity, 

(3) DcfiartHmUal and Mail-order Stores. Another of the 
developments of retail trade iii large cities is the kind of shop 
commonly called “ a stores." The ordinary retailer confines 
himself to one class of goods, or at most to but a few classes 
of similar goods. The stores is laid out in departments that 
sell goods of many different kinds, and it may also offer its 
services as furniture remover or house decorator, as banker 
or insurance agent. In a London business of this kind, npt 
the least interesting or important of its departments is the 
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one that arranges the despatch of goods and controls the 
Iket of delivery vans. An cstablishmdnt like Harrods' Stores 
is much larger than many a wholesale house, and buys on 
ejuite as good terms. The department scores offers its cus- 
tomers facilities for making all their purcliascs under the one 
roof. These establishments reach full development only in 
the midst of a dense population; and the multiple-shop business 
competes with them by opening branches throughout the 
suburbs of the cities, and thus carrying the goods to the 
('uslomers' very doors. Perhaps the origin of both kinds of 
business was the desire of the prosperous tradesman to find 
a wider use for hi» accumulating capital. 

The large stores frequently engage in what, to use an Ameri- 
<'.'in phrfise, is known as the " mail-order trade." They issue 
regularly a printed catalogue asking distant customers to 
order from the catalogue, and send the orders on by post. 
Other retail concerns, again, restrict themselves to mail-order 
b\jsiness, carrying on their operations from a warehouse in 
a coiusuiient town, and relying on their catalogues and 
advertisements in newspapers and otlica: periodicals to keep 
their trade in full swing. In a huge country like the United 
States, \vhere large areas are sparsely populated, the mail-order 
business would be a natural growth when once regular post 
and parcels services had been instituted. The system is 
certainly convenient in any country for people living in 
out-of-the-way places, or at a distance from good shops 
Needless to say, this postal business is a cash-with-order 
trade ; unless jjarcels, either for home or abroad, arc sent by 
the caslujii-cklivcry services offered by the Post Office or 
the parcel conqianics. 

3 . Retailer and Wholesaler. 

(1) Relation of Retail and Wholesale. The retailer is to be 
found established in every village — in any place where there 
are persons in numbers sufficient to support him by their 
emstorn. Usually he depends for his supplies on wholesale 
merchants. The wholesaler in his turn obtains supplies from 
manufacturers, or from growers or importers of the commodities 
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he sells. Wholcsiile dealers establish themselves in large 
towns; for sonic goods; they are to be found only in certain 
cities. Tlie wholesale merchant has a more intimate know- 
ledge than ,the retailer of his goods and their prices, of the 
markets in wliich to buy, of coming demands and possible 
supplies. 'I'o some c-xteiit, therefore, the retailer uses him as 
an expert adviser. His warehouse is a place for the collection 
and display of a large variety of goods, where the retailer 
can sujiply his wants much more conveniently than he could 
by visiting manufacturer after manufacturer for the different 
goods he needs. Besides, very many of the manufacturers 
would not sell to the retail, as the quantities that ordinary 
shojikcepers order arc too small to be produced economically. 
Furtlier, when a manufacturer does call on the retailer, the 
wholesale men re.sent his doing so. If they can, they take 
steps to prevent its recurrence, and threaten to take their 
own large onlers away from tiie manufacturer, and place 
them elsewhere. Some manufacturers, however, deliberately 
pass the wholesalers by and send their own travellers round 
to the retail shops. They are usually the makers of specialities 
or of brands of goods, and they advertise them so extensively 
that the public asks for them at the shops. 

The wholesale warehouseman buys in bulk and sells by the 
gross or the dozen, the hundredweight or the piece; whilst 
the retailer, buying in these quantities, sells by the single 
article, by the pound, or by the yard, as his customers have 
only their individual wants to satisfy. A retail mantle dealer 
will take as long to sell a single coat as his wholesale merchant 
takes to sell a dozen or a hundred coats. In addition, he has 
to incur a large expense by maintaining a position in a busy 
thoroughfare where rents are high, and by keeping his shop 
attractive with new and costly fittings. His profit on the 
single coat is therefore comparatively large, whilst the 
wholesaler's or the maker’s profit is comparatively small. 

A further distinction between the retail and the wholesale 
trades is that, whereas in the former sales are usually ready- 
cash transactions, in the latter the customary practice is to 
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allow credit to the buyer. It is more convenient for the 
wlioiesale merchant to have a settlingf-up once a month with 
Ills regular customers, whom he knows, than it would be to 
take the money, give a receipt, and fhake relative book 
entrie.i for every single parcel. Moreover, the giving of credit 
stimulates trade; it induces customers to order more readily; 
and it allows them time to sell their purchases or a considerable 
part of them, and so be put in funds, before they need to pay. 
The retailer who takes credit trades, to the extent of the credit 
he takcis, on the capital of the wholesale houses which supply 
him with his goods. 

(2) The Marking of Prices. Many kinds of goods are sold 
with price tickets attached. Where that is the case, a straight- 
forward retailer need have no objection to marking his selling 
prices in plain figures, so that his customers may read them. 
He would never agree, however, to showing thus openly 
what are the cost prices of the articles ho sells. That would 
disclose his profits, Yet it is desirable that he should in some 
way mark the cost prices on his goods, as he needs to refer to 
these prices at various times. At stocktaking especially does 
he want them, and the most convenient place for a retail 
trailesnian to keep his cost prices is on the articles themselves. 
He therefore marks the costs on the tickets — ^but he marks 
them in cipher. 

Now the cost to the retailer is the selling price of the whole- 
saler. It follows that if the latter were to mark his selling 
prices in plain figures, he would cause annoyance to his cus- 
tomers, Thej' would be obliged to remove all his tickets and 
find new ones, before they offered the goods for sale. For that 
reason the wholesale dealer usually marks his selling prices, 
as well as his costs, in cipher. One way is to give each article 
a number containing about seven figures. The first three 
figures may be the pattern or quality or style number of the 
article, and the last four may indicate the price. On this 
method, in the numbers 1232506, 1242611 and 1253010; the 
wholesale selling prices would be 25s. 6d., 26s. lid., and 
30s. lOd., respectively. 
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Auotlicr method of concealing prices from all but the 
iniliiited is to take a name or other combination, of eleven 
letters, and use the letters in the place of figures. In the 
example — ^ * 

I 2 :t -1 .S n 7 H 9 l> Hepeaha- 

K 1 N' U IC Ji S t’ O U T 

IK/KT would be 26.s. lid., and ET/0, 55s. 9d. If selling- 

prices were indicated by the first method, the second could 
lie used [or costs. Or special symbols that were invented for 
the purpose, and were neither figures nor letters, could be 
emplo3'ed. 

(3) AdafiUMUy Ai T‘i(bHc Ni'eds. Just as the individual 
buyer has usually a choice of retailers to whom he may take 
his wants, so the ordinary retail dealer need not be dependent 
on a single wholesale house, nor the wholesale house on a 
single manufacturer. These conditions permit of free play 
for the c.wreise of judgment in the selection of goods, for 
traders specializing in particular directions, and for com- 
petition in efficiently meeting the public wants. On the other 
hand, the multiple-branch type of business is often tied to a 
single source of supply. Then this and the stores type are 
under a somewhat rigid and inelastic direction from above, 
whicli results in a less personal contact with and influence 
upon customers than the independent shop owner enjoys. 
Yet, as these types of business have no monopoly of trade, 
Iheir continued growth proves that they give satisfaction to 
no small extent. To be successful, they are forced to show 
a.s much adaptability, if not in one way then in another, as 
their smaller competitors do. Huge turnover and large 
capital give them the advantages of being able to buy at the 
keenest prices, of being lavish in their inducements to draw 
and to keep the public favour, and of attracting to their 
service by large salaries the cleverest and most energetic men 
that can he had. One count against the big business is that 
in it officials tend to multiply unduly, that the managerial, 
inspectorial, statistical and other work set them to do is 
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carried to excess. This, together with the difficulty of per- 
fectly controlling an immense and intricate enterprise, makes 
the cost of administration very high. 

(4) Departments. A wholesale establilhment,, or a large 
ndail one, is usually divided into departments corresponding 
to the different goods the business sells. Each department is 
])Ut under a manager or “ buyer," who is an expert in the 
class of goods he handles, and who holds Iris position on the 
condition that he shall make his department pay. Depart- 
ment mjinagcrs are, of course, subject to the head of the 
busimsss, who exercises a general direction over the whole. 

The establishment will be fitted throughout with inter- 
deii:irt mental telephones and with a switchboard to connect 
any department direct to the Post Office telephones outside. 
Elevators will take customers from floor to floor to save them 
the trouble of climbing stairs; and hoists will be provided for 
the moving about of heavy merchandise. Smaller parcels 
may be picked up and carried off to the packing room or 
forwarding department by automatic mechanical conveyors 
on the 7fio\’ing platform principle, like escalators without the 
ste|).^. And in retail stores, by means of carriers run on over- 
lii'ad wires, or by means of pneumatic lubes, cash may be 
sent aiwl receipts returned to and from ca.sh desks placed at 
convenient points. 

(5) The Co-operative Mmcmetit. Mention must be made of 
th(! co-opci alive society whoso members are at the same time 
both the customers and the proprietors of the store, and whose 
operations have giown to very considerable dimensions. 
The retail society's capital is subscribed by its individual 
members, and the profits made are divided periodically amongst 
them. The wholesale co-operative society has the retail 
societies for customers; its capital also is subscribed by the 
retail societies, and its profit passes to them. All this is only 
for the distribution of goods, chiefly personal and household 
goods. But the idea has been applied to production also, 
both by the wholesale society itself, and by other societies 
engaged in production solely and financed by various members 
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of Itii: system. The original conception of co-operalive 
prodiKlion has not iiimle headway. It was that llie workers 
in a inannfacturing process should combine to run the mill or 
works tliniiselves, ahd divide the profits amongst themselves. 

4. The V^orks or Factory, Reference has been made to 
the manufactory as selling to the wholesale trades. We have 
seen, too. that a factory may be owned and run by a wholesale 
house which makes some of its wares itself. We have found 
that a iniimifaeturer may sell direct to the retail trade, as 
when makers of soap, jam. clothing, hats, and many other 
articles have their own salesmen calling on the shopkeepers 
tliat sell these goods. And we have Icarngid that a manufac- 
tory may be the supply depot of a system of multiple-shops, 
hn when numerous boot shops in different towns all belong 
to and are supplied by the ownere of a boot factory in Leicester 
or Northampton, it is just as likely, however, that the 
factory supplies neither the wholesale nor the retail; but that 
its products, like those of a steel works or a cotton mill, are 
the raw material from which other works or factories 
produce their finished goods. 

Works engaged in heavy trades arc generally situated close 
to a railway, so that they may have siding accommodation 
with file facilities of loading and unloading directly to or 
from the railway trucks. Another determining factor in the 
question of the site is the price of land, and there is a ten- 
dency to build works away from the towns where land is 
ilcur and rents arc high. But even then tiie place selected 
.should be one well served by railway; and if facilities for 
carriage by water arc available as well, so much the better. 
In all establishments to which w'e give the name of works, 
machinery is much in evidence. The motive power for heavy 
machines is commonly steam; but electric and hydraulic 
power may be used for special purposes. In lighter trades, 
Bie gas engine may be found, or electric motors fed with current 
from a town or city main. The advantages of machinery for 
cheapening processes, and for supplying articles that couy 
not be produced without it, have led to its exploitation on a 
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ImgtJ and increasing scale, with the result that productive 
processes tend more and more to conte under the control of 
bodies that command large capital resources. Wealthy 
comjianies liavu become conscious of their ability,to exercise 
a regulative influence on market prices, and they have sought 
by e.vleiisive amalgamations to save wasteful competition 
amongst themselves. 

A works very often comprises different workshops in which 
diffenmt stages of the manufacture arc carried through, e.g., 
moulding shop, smiths’ shop, machine shops, erecting .shop, 
and paintshop. There may be distinct works under the 
same ownership fur independent processes. A high degree 
of efliciency, and therefore a cheapening of the product, 
results from the c.xtensive division of processes, and from the 
standardizing of the products anjl of parts. Where the final 
output of a works consists of machinery constructed out of 
many parts, it is important for the progress of the different 
parts through the different shops and processes to be so planned, 
that all the iiarts shall not fail to arrive at the assembling 
shop by*the time they are needed there. Delays for want of 
constituent parts mean waste of time and consequent addition 
to the cost of jiroduction. 

A works' organization would include time-keeping; the 
calculating of wages on a time, piece-work, or other basis ; 
and the apportioning of the wages to the various jobs on hand. 
If would iiK’liidf a buying department, and a stores depart- 
ment from whifli all stock materials would be given out as 
laapiired record b(;ing kept of the jobs to which they should 
be charged. • Closely connected with tlie time and wages 
office would be the costing office, for ascertaining the costs 
of all work completed, and for estimating the prices to be 
quoted for work in prospect. In many undertakings, a drawing 
office would be a necessity for the preparation of working 
drawings to be followed in the shops, and of drawings to be 
submitted along with quotations to prospective customers. 
In some trades a chemical or a testing laboratory would be 
indispensable. 



76 MOUEllN llUSINt-SS AND ITS METHODS 

5. Seeking and Keeping Customers, 

(1) Salesmen. Evor^ business must maintain its connec- 
tion and extend it if it can. To procure and send on orders 
most miinufacturers and wholesalers, and even some retailers, 
keep a body of travellers on the road, or of selling agents 
located at suitable points. Travellers are commonly paid by 
a fixed salary with an added commission on the value of the 
sales they effect, and possibly an allowance for expenses. 
Agents are more usually paid by commission only. An agent 
may repvtwenl several manufacturers of different kinds of 
goods. He finds his own office and staff, and pays his expenses 
himself, Travellers and .agents usually takiT orders by showing 
samples wliich they carry about with them on their rounds. 

(2) Athicrlising. For this purpose of keeping in touch with 
[last cn.slomers and of getting into touch with new ones, it 
is the practice of many business houses — ^manufacturing, 
wholesale, and retail — to issue catalogues of their goods, to 
display posters in public places, or largely to make use of the 
periodical press for advertising their goods or services. Where 
catalogues and advertisements are a big feature of t*he busi- 
ness, a staff of compilers or copy-writers will be required. 
Then lists of names will be kept of persons to whom catalogues 
will be addressed and posted regularly; and records will be 
kept of spaces ordered and used in publications. Under this 
head should be ranged, as a subtle but effective form of adver- 
tisement, the efforts made by retailers, big and little, to 
impress the public by a fine array of well-dressed windows, 
by an imposing or pretentious frontage, and by the luxuriance 
and comfort to be found within their premisesf. 

(3) Patlerns and Samples. The activities already named 
have, in many trades and industries, to be supplemented by 
the issue of patterns or samples of the goods offered for sale. 
The preparation of patterns or samples may need a separate 
staff again, which would be in close contact with the Inquiry 
Department. This last would be entrusted with the duty of 
answering all applications for prices ; or for offers of, or in’- 
formation about, the w’ares that the business could supply. 
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If would be part of the duty of the inquiry department not 
to let slip out of view those quotatioi»B that had not resulted 
in orders, but to endeavour to turn them into orders by 
"following up” its offers in good time* and by seeking to 
give fuller information, or to modify prices, or to meet more 
exactly any special needs of the inquirers. 

6. Correspondence. 

(1) Opening the Mail. Incoming letters should be opened 
and sorted under the immediate supervision of a principal, 
or of some responsible person. Formal communications 
such as circulars, invoices, statements, remittances, and orders 
received, might bc^passed on vrithout delay. Others, such as 
acknowledgments of orders given, offers or negotiations of 
special kinds, would probably be retained for the principal's 
scrutiny and perhaps inquiry. Letters of more importance 
still, e.g., complaints from customers, reports from travellers, 
should receive the personal attention of a partner, manager, 
or managing director. In the case of a public company, 
transfers of and correspondence about shares, and all communi- 
cations <to go before the board of directors, would be handed 
to the secretary. The head of each department — buyer, 
cashier, works' manager, or whoever he might be— should be 
held responsible for adequate attention being given to all 
letters that concern the flepartment in his charge. 

(2) The Correspondence .Staff and its Duties. It is usual 
in the organization of office work to have a correspondence 
stuff under a competent head for dealing with all letters to 
e,ustomer.s. Keforc writing a letter this department would 
consult the sjelling department affected, and would base its 
letter to the customer on the draft reply that the selling de- 
partment made. When inquiries and orders concern more than 
one department, extracts from the inquiries and orders would 
be made for each department interested. In some classes of 
business, original documents lire not allowed to leave the offices, 
and every letter sent out by the business, whether to a 
customer or not, is dealt with by the office staff. In further 
considering the work of the correspondence department, let 
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US keep in miml the four following divisions of its duties: 
[a] cotnjwsing and dictating letters; {b) ‘‘taking down” and 
typing them; (c) dosing and despatdiing them; {d) preserving 
letters recc'ived and copies of those sent out. 

The ('oinf)ospr or dictator will first run through all the letters 
he has just received. Next, he will look into matters requiring ' 
investigation, and he will decide what answers to give in cases 
that lequire rofily. When the correspondence originates 
with him, he will settle in his mind, first, what inquiries, 
requests, or stateiuents of information he intends to make. 
His decisions will not infrequently entail the exercise of 
careful thought and sound judgment. Tljen, as early in the 
day as possible, and as many at one sitting as he can give, 
he will dictate his letters to a shorthand-typist. It will be 
the duty of the typist to type the letters in duplicate (unless 
more copies than one are needed); to type envelopes for them; 
and, say by a fixed time in the afternoon, to bring the originals 
for signature and the duplicates for initials. The dictator, 
before signing, should read the letters through, and have 
alterations made if necessary. Some offices use an instru- 
ment called the dictaphone as an intermediary between dictator 
and typist. Letters are dictated into this machine in the same 
way as a message is spoken into the telephone. The instrument, 
like a gramophone, retains what is said and reproduces the 
spoken words to the typist as and when required. 

After the letters arc signed, care must be taken to sec that 
all letters and enclosures are put into their proper covers. 
This work may be part of the duties of the correspondence 
or typing staff; but no rule applicable to all pircumstances 
can be laid down. Cheques, for example, would not be likely to 
leave the cashier’s office before enclosure. Finally, the carbon 
copies kept of outward letters and, where these are replies, 
the relative inward communications along with them, should 
be filed away in the manner explained in Chapter III. 

7. Statistics of Results play an important part in business 
control— so important a part that they claim the next chapter 
to themselves. ‘ 
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FIGURES AND FINANCE 
. Prices and Profits. 

( 1 ) The M annfacturcr ascertains liis costs by adding together 
for each article or act of articles produced; 

(a) The values ot the various materials and stores used in 
the making of the product. 

(i) The wages paid for work done directly upon it. 

(c) A fair cstiinuled share of all the other expenses and 
standing charges incurred in the running and management 
of his works, and in the selling and delivery of his goods. 

Heads (a) and (6) make the Prime Cost', head (c) is called 
the Oncost) and the three together are the total cost. If the 
manufacturer is engaged on distinct jobs, he keeps a separate 
cost account of each, debiting each account weekly with the 
charges under the several heads. If his work consists of 
producing a single commodity, such as coal, he makes one 
costing for the whole of the output of a period, say a month, 
and ho works out the cost to so much for every ton, or other 
unit, of the output. If he produces several grades or kinds 
of a commorlity, as different makes of woollen doth, he costs 
till! whole (if on<‘ kind manufactured at one time. 

For [irolU ho would add a satisfactory percentage to the full 
as('ortaincd co".!*!. Hut, should selling prices be fixed at lower 
lignros by competitors more fortunately circumstanced than 
he is for matejials or machines, he would have to add just so 
much profit as he could get in competition with them, so long 
as the ruling prices enabled him to keep his works running 
without loss. And, whether his profits are good or bad, they 
are likely to vary according as the demand for such goods as 
his, or the available supply, forces the market prices up or 
down. 

jf2) The Trader, whether he be wholesale or retail, has less 
trouble with the computation of his prices. To him the cost 
79 
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of an article is simply wliat lie pays for it when he buys it. 
He arrives at the sdllinfj price by adding a pre-arranged 
percentage to the cost. But, if a .shopkeeper buys a pair of 
boots for r.ts, 3(1. and si'lls them at 18s. 6d., the dilference 
between the two prices is not all clear gain. He has the wages 


'|■H^lll^lc. A.Nii I’lioFir \.Ni> I-otiS Aecou.Nr, 
flit III,- ViW i-tiilnl 3lst /VC.. 19,.. 



of his assistants to pay, the rent and rates of his shop, electric 
light, and many other bills. The percentage he adds to the 
purchase prices of his goods must be enough to more than 
cover the expenses of selling them. Gross Profit is the name 
he gives to the difference between the purchase and the selling 
price; and the aggregate of his gross profits on all the goods he 
sells must be sufficient, not only to meet all the charges he 
incurs in effecting Iiis sales, but to leave something over for 
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himself. What is loft for himself lie calls Net Profti. The 
trader e.'cperls th.'it his net profit will be large enough to 
recompense him for liis work in. managing the business and, 
in adflition, 3'ielcl him on the capital he has jftit into t]ie business 
a-> good a return as he could get from the same capital invested 
'outside. 

(8) The Pyofil and Loss Account. To discover the gross 
and net profits made by them, business men prepare a Trading 
and frofit and Loss Account at the end of every six or twelve 
months' trading. The account is drawn up in a form like 
that on page 80 , and it will be noticed that the figures of the 
IJi'eceding year arc included for comparison. The percentages 
of ex]jen'.es, as well as those of jTOfits, are worked out on the 
tmmt'cr, that is, on the total sales of the period. 

When the trader fixes his selling price, he determines befoi v- 
hand the gross profit to be obtained on each article for sale. 
Fixing a profit beforehand and realizing the profit so fixed 
are, however, different things. Some of the articles may 
nev'er sell; others it niaj’ be neccssarj' to dispose of at a sac- 
rifice. 'JSlie Trading Account shows at the end of the year 
wfiiit gross profit lias been actually realized. The relation 
of the different figures to one anollier may be brought out 
more plainlv by iv-aiianging them thus — 

S.ilcf. fnr till' yi'.'ii, .il selliiiK l>iuc> ... ^ ^.S.OOO 

Stock III hcniiiimig (il ye.-ii, at cost price . - 


I end Id ye.il, al 1 nst price 
Hoods actiMlIv .sold during Uie ycai 


Net profit Sot tlie year 


Should tlie expenses ever come to more than the gross 
profit, the trader would make a lo.ss, of course. Stocks at the 
beginning and end of the trading period are ascertained by 

f#— n7a7) ^ 
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career. But the compilation of statistics can easily be carried 
beyond the point of gAatest usefulness. 

To begin with, statistics should cover a period of some 
extent. R^urns made too frequently, such as daily reports 
of inquiries, orders, receipts, sales, and so on, are of little, 
service. Business never flows on steadily day by day, and for 
that reason the comparison of day with day cannot give a 
true view of the general tendency of trade to quicken or 
slacken over a period. Weekly returns, without delaying the 
information they are intended to supply, allow a little more 
time for the daily fluctuations to average out and disclose 
the general trend. Monthly returns present a truer average 
still; but a month may be too long to wait. The return may 
be too late for action to be taken upon it with success. . 

Again, statistics should deal with a subject-matter of some 
volume. To learn, for example, that a provincial railway last 
year carried three royal personages, as against none the year 
before, and one the year before that, is of no practical value. 
The statistics are too meagre to have any bearing on the 
prosperity of the line. But to be told that so many &cursion 
tickets of so much money value were issued in the chief 
holiday season of each of three successive years is to be put 
in possession of some leading facts about a large section of 
the railway’s traffic; facts that would guide the policy adopted 
towards an important source of revenue. That so many per- 
sons per thousand died in Mudliampton in each of a number 
of consecutive years gives a reliable view of improvement or 
deterioration in the health conditions of that city’s life. 
To show what deaths, if any, occurred each year in a single 
house would be of no use at aU; nor even to make a return 
of the deaths in one street. The area of observation would 
be too limited to allow of one’s drawing, from the happenings 
within it, any reliable conclusion about the prevalent condition 
of the populace. 

Further, statistics should talce a simple form. They must 
not be so abundantly interspersed with detail that " wood 
cannot be seen for trees.” Most minds are rather limited in 
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their grasp, and cannot take in a blurred mass of figures, 
let alone store it up in memory. An* outline, a skeleton, a 
presentation of the main features, a summary clear and con- 
densed, is much more easily laid hold df and understood. 
The leading characteristics of any subject, once grasped 
tJiorougiily, serve as a framework into which minor intricacies 
may be fitted or not as interest or necessity impels. Notice 
T ables I and II (page 86) . They both deal with the same four 
months’ sales, and, though No. I lakes the wider survey in 
that it adds the comparison of the previous year, yet its 
simpler content is more easily mastered than the multiplicity 
of figures in No, y. 

(2) Tahtilar Statistics. The tables on pages 86 and 87 speak 
for themselves. Other subjects for similar treatment axe 
Purchases, Wages, Inquiries with orders received there- 
from, Goods leturned by customers. These tables are 
set out departmentally, and for simplicity the figures are 
given in round pounds only. Shillings and pence are better 
neglected. 

(3) Statistics by Chart. Chart I, on page 89, depicts the 
rise and fall in the sales of a business during the year 1920, 
as compared with the rise and fall during the preceding year. 
It illustrates again what we have just said about simplicity 
and absence of unilluminating details. But its greatest value 
lies in its pictorial appeal to the eye and in the quickness and 
vividness with which the deviating line imprints upon the 
mind the changeful course of the year’s trade. This chart 
gives the same information as Table V (page 88), and we 
receive a mych more vivid impression of the fluctuations 
(though not of the final result) by a glance at the chart, 
than by a prolonged inspection of the figures in the tabulated 
form. 

Those professional persons that undertake to tell our 
futures from the markings on our palms have much to say 
about the “ line of life.” More interesting, and more reliable, 
as a study is the line of the business life, sketched as in Chart II 
dn page SO, 



Note, — A separate return like this would be prepared at the end 
of each month. 

Table II — Weekly Departmenta'L Sales, 



Note, — IT iis table would be continued to June 30, and for comparison 
the corresponding table for 1919 would be consulted. 




Table Iir — Estimated Monthly Stocks — 1920. 



Actual 

Jati.l 


Eitimalcd ^ 

Actual 


Depart- 

Jan..Sl,Feb.29 

Mar.31Apr.30 May 31 

JU|..30 
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'I’orAL'' 1 
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IM95 
9,596 
5,704 
5,110 
4,880 
6,055 
j 4,802 
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8,748, 9,600 
18,Btl 20,056 

s', 81 4 6!l7ti 
5,596 1 5,951 
5,0301 5,354 
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4,887, 5,419 

8,9931 8,527 
19,084 'l8,035 
9,217 1 9,009 
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6,2791 5,997 
5,184: 4,941 

-lllillll 

8,^84 

■1:2^ 

5,819 

4,853 

4,356 

5,863 

4,612 

8,f63 

18,101 

8,870 
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4,844 

4,392 

5,836 

4,600 
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5,295 

4,829 

6,135 

4,960 
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V 
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H 

62,948 |04,7fl:i '68, 85:j 

64,965 61,979 

81,917 

60,563 

60,588 |e3,71b 


' ! 1 



i 


Nous. — 'J'lic avoTHfjc lioro is taken on the basis of the actually 
asccrlainnl slock.s at«lliu beginning and the close of the .six months, 
together witli the estimated stocks at cacli of the five intervening 
month-ends. Eor cnmpari,son, the corresponding table for 1919 would 
be cnnsuHcd. 


Taih.e IV' — .Showing mow the Monthly Estimates op 
Stock are Made. 


Department. 

A 

B 

C 

D 

U.Ue Dijirosh profit cained in 
preceding year 

25% 

30% 

20% 

33i% 

Stock at Jan. 1, 1920 . 

8,321 

18,495 

9, lee 

5,704 

I'urchasos for the montli 

2,827 

5.896 

1,916 

1,401 

'J'raiistcis from other dopart- 
ments, at cos! 

87 

221 

694 

130 

( Iross Profit estimated on the 

788 

1,613 

641 

666 


12,003 

26,225 

12,817 

7,901 

Sales for the month 

3,151 

5,378 

3,206 

1,999 

Transfers to other depart- 
ments. at cost . 

104 

1,936 

127 

88 

Stock, estimated, Jan. 31,1920 

8,748 

18,911 

9,484 

5,814 


12,003 

26,225 

12,817 

7,901 


Note.-— Tlie estimated stock at the end of each month is the figure 
required in order to balance when all the other figures for a department 
have been filled in. 
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Table V. — Monthly Sales for the Years 1919-1920. 


Month 

1919 

1920 

January 
Febniary 
March . 
April . 

May . 

July . 

August 

September 

October 

November 

December 


i 

16,665 

18,196 

18,771 

24,318 

21,623 

19.075 

20,189 

17,546 

18,640 

18,201 

18,733 

19,002 

L 

20,410 

22,931 

23,968 

24,502 

25,117 

22,020 

18,318 

16,854 

17,539 

19,147 

20.Qf)l 

19,145 

Totals 

I ^230, 959 

,£250,042 





3. Financial Control. A business has at its disposal, as a 
rule, only a restricted amount of capital,. The money that has 
been sunk in the purchase of land, buildings, macliinery or 
other equipment, or in the purchase of goodwill, is called its 
"fixed capital." What remains is “working capital,” and 
is put into stocks of goods or is absorbed in the book debts 
that accumulate as goods go out to customers on credit. It 
is usual, however, for a business to buy on credit. In that 
case the working capital is increased by the average value of 
the purchases that are unpaid at any time. An important 
duly of the controller of the business is to see that the commit- 
, ments arc not allowed to exceed the margin of capital that 
will be available to meet them as they become due; or, con- 
versely, that too much capital is not temporarily locked up 
in stocks that are not immediately saleable, or in book debts 
that cannot soon be turned into cash. A business may be 
working at high pressure, turning out plenty of stuff, maldng 
good profits; yet it may be overtrading. The very volume of 
the orders it is handling may be bringing it to grief, through 
insufficiency of working capital. A man cannot set up in 
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business without money to start with. Even with money in 
hand he cannot start a bigger businesfi than his money will 
suffice for; nor can he extend a growing business more quickly 
than his capital increases. Without sufficiency of, capital he 
could not lay in extensive equipment and stocks, nor could he 
allow credit to the numerous customers that a big business 
would have. The capital of a business may be increased in 
various ways, some of which will be dealt with later ; for 
example, by leaving profits in the business, by borrowing, by 
admitting a partner with money, or by getting the public to 
subscribe new capital in the form of shares or debentures. 

In commerce risks must be taken, for, here as in other 
affairs, " faint heart never won fair lady.” But the spirit 
of adventure had better be tempered with caution. Credit 
should be allowed with circumspection so as to obviate bad 
debts if possible; and long credit may have to be discouraged, 
or the terms of sale so framed as to induce prompt payments. 
The rise in prices that was brought about by the war has 
caused much more capital than formerly to be absorbed in 
stocks and book debts. Where large stocks are held the 
possibility of loss, should prices fall, must not be overlooked. 
Then stocks that are not selling as they should must be cleared 
at cost, or even less, so that the capital they represent can be 
put into goods that will sell and bring in profit. 

A wary watchfulness should be maintained over all orders 
given out so that even good stocks shall not accumulate 
beyond the need for them. On the one hand, a man who 
holds himself out as a dealer in certain goods, ought to have 
stock sufficient to supply such goods without delay when a 
customer asks for them. To reply that he regrets the goods 
are out of stock, that he hopes to have more in soon, but that 
he cannot say exactly when, is, in ordinary circumstances, 
a bad testimonial for himself. On the other hand, stocks 
should be kept as small, and turned over (sold out and re- 
placed) as quickly as the prompt satisfying of customers’ 
w%nts will permit. We have seen how to estimate the stocks 
month by month throughout the year. With these estimates 
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in our possession, a very slight calculation gives us the average 
stock during the year* We have seen also how to ascertain 
the cost price of the year’s sales. By dividing the average 
stock into the cost of the sales, we get the number of times 
a year tha*t the stock is turned over. Some houses hold their 
buyers down to turn stocks over so many times in the year.’ 
That is, for a certain volume of sales, a buyer is allowed to 
have only a certain average stock; and interest on the capital 
sunk in the stock is taken into account in determining whether 
his department pays or not. To turn over capital as often as 
possible is one of the secrets of being able to sell at prices 
acceptable to customers, and of making .jat the same time a 
good rate of profit on the capital employed. 



CHAPTER IX 

CHEQUES 

Definition, A cheque is one form of a bill of exchange and 
comes under the provisions of the Bills of Exchange Acts. 
1882 and 1906. The Act of 1882 (Section 73) defines a cheque 
as ■' a bill of exchange drawn on a banker payable on demand." 
The statutory definition of a bill of exchange will be found in 
Chapter XI. For present purposes we may say that — 

A cheque is a wriften order, addressed to a banker by one of his 
customers, and requiring the banker to pay on demand a stated 
sum of money to a person named, or to bearer. 

A cheque is not legal tender (see a later chapter) ; and pay- 
ment by cheque may be refused without prejudicing one's 
claim to be paid in legal form. We shall learn very soon 
that there is some little risk of value not being obtained for 
the cheque from the banker to whom it is addressed. It 
would thferefore be unjust if a creditor were compelled to 
take any cheque offered to him by a debtor. 

2 . Form of a Cheque. Every cheque drawn or circulated 
in the United Kingdom must bear a twopenny revenue stamp. 

Specimen No. i. 

27/C 392014. London. 1st Jan., 19. .. 

The Midland Bank, Limited, 

5 TllRliADNEEDLE STREET, LONDON, E.C.2 
PAY Messrs. Adam Brown & Co., or Order, 

Two hundred and one pounds fen shillings. 

T £201 : 10 : 0. Christopher Dunn. 

The banks supply books of cheque forms already printed and 
stuped, the charge made being for the stamps only. Each 
cheque is attached to a counterfoil, and on this the name, 
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date, and amount of the cheque should be recorded before 
the cheque is torn fr&m the book. The banks supply their 
own forms as a preventive of fraud, and of the inconvenience 


Specimen No. 2. 

The Hill Top Colliery Company, Limited. 

Barnsley. 10th Jan., 19. . 
NATIONAL PROVINCIAL BANK, Limited, 

Bar.\-sley. 

PAY Messrs. Kfhshaw, Smith & Co.,^o;' Order, ' 

One hundred, and twenty-seven pounds lojO. 

For and, on behalf of 
The Hill Top Colliery Co., Limited, 

^ C jfl27 ; 15 6 B. C. Cook, Secretary. 


■0 


they would experience were their customers to draw cheques 
in all forms and all sizes. 

3. Orders for Money that are not Cheques. If the wording 
is such that payment is made to depend on the fulfilment of 
some condition, the order is not a bill, and therefore not a 
cheque. For this reason the form on page 95, though usually 
called a cheque, does not comply with the legal definition, 
payment being made conditional on the receipt " being 
presented through a banker, duly stamped, signed and dated." 

Again, unless it is payable on demand, the order cannot 
be a cheque, though it may be a bill of exchange of another 
kind. But where, as is usual in cheques, the date of payment 
is not expressed, the order is payable on demand (Section lOj.i 
Further, the order is not a cheque unless it is addressed to a 
bank. Nor does it come within the definition where drawer 
and drawee are the same person, as in a draft by a branch 

‘ This and following references under the subject are, if not otheri^se 
stated, to the BiUs of Exchange Act, 1882. 
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bank on its head office. The fact of the order being expressed 
as payable to the person making the orfler does not, however, 
prevent the document from being a cheque or a bill. 


London, Midland & Scottish Railway. 

Manchester. Wh AprU, 19. 
The Manchester and County Bank, Limited, 
Manchester. 


on the receipt hereunder being presented through a 
duly stamped, signed atid dated. 


0 


Secretary. 

Received from the London, Midland & Scottish Railway Company 

the .sum named above. | 

Signature I 

JMte ' 


This receipt must bo signoj in the same form as an endorsement. 


4 . Date and Amount. It is understood that a cheque should 
be dated; and the bank that was asked to pay an undated 
cheque would probably return it to be completed before 
payment was made. Nevertheless, a cheque is valid though 
not dated (Section 3). By Section 20, so long as the incom- 
plete cheque is stamped and signed, the omission of any 
material particular — as, for example, the date or the amount — 
is taken as giving the rightful owner apparent authority to 
fill the omission in. A cheque is said to be post-dated when it 
bears a future date. Until the date named is reached, the 
holder should not send the cheque for collection. The banker 
has no authority to charge the cheque to the drawer's account 
before that date; therefore he not pay earlier. Nor 
should the receiver of a post-dated cheque pass it on in the 
in^prval to anyone else. Putting it into circulation would be 
using it as a bill of exchange not payable until a future date. 
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For an amount over £10 the twopenny stamp is insufficient 
except when the bill is payable on demand. 

The amount of a cheque is usually expressed in both words 
and figures, the object being that the one will elucidate the 
other where, through bad writing, there would be uncertainty 
about one alone. When they disagree, the banker may take 
the words as correct (Section 9), and pay on them; but, here 
ag ain before making payment he will most likely ask for the 
discrepancy to be rectified. Sometimes in a case of this kind, 
the holder of the cheque asks for the smaller amount, and 
payment is made accordingly. 

5. Parties to a Cheque. The drawer is the person that makes 
and signs the order contained in the cheque. He has an 
account at the bank to which the cheque is addressed, and it 
is against the funds he has there that the cheque is drawn. 

The drawee is the party to whom the order is addressed, 
that is, the bank on which the cheque is drawm. 

The payee is the person named by the drawer as the party 
to whom payment is to be made. It is to the payee that the 
drawer hands or posts the cheque. In specimen No. 1, 
Adam Brown & Co. are the payees. The drawees are the 
Midland B.ank, Limited, and the drawer is Christopher 
Dunn. 

Endorser and endorsee are also names for parties to a cheque. 
Their positions are explained below. A “ party " is any 
person, or body of persons, that takes a direct pari in the 
cheque transaction. 

6. Bearer and Order Cheques. It is of the nature of a cheque 
that it may, under certain conditions, pass from hand to hand 
(see under head 13, Negotiability), carrying its value with 
it, as a bank note does. A cheque drawn payable to " So- 
and-so, or bearer ” is termed a hearer cheque. It may be 
passed on from one person to another without the endorse- 
ment of the payee or of any subsequent holder (Section 31). 
Yet, when such a cheque is taken from anyone other than the 
drawer, it is better to insist, as a condition of the taking, of 
the cheque, that the giver shall endorse it. The endorsement 
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would consist of or contain the signature of the giver. It 
would be evidence of his having been a? party to the cheque, 
and would cause him to be liable for the amount should the 
cheque turn out to be valueless (Sections 55, 56,^ and 58). 

If a cheque is drawn payable to " So-and-so, or order,” 
ft is called an order cheque) but in this case the payee’s endorse- 
ment is required before he parts with the document. The 
payee of a cheque that reads, " Pay AB Fifty pounds,” has, 
if he wishes to do so, the same right to pass it on after endorse- 
ment as he would have if it read " Pay A B or order, Fifty 
pounds.” 

7 . Endorsement, ^y endorsing a cheque, the payee becomes 
an endorser; and, if named in the endorsement, the person 
to whom he passes the cheque is his endorsee. The first endorsee 
may endorse to a second; he to a third, and so on. Still, as 
a cheque is payable on demand, the payee’s safest course 
is to have it presented at once for pa 3 mient at the bank on 
which it is drawn. When, however, the payee or an endorsee 
of an order cheque does hand it on to another person, the 
necessary endorsement operates as — 

the payeo’.s or ondor.sce’s authority to the bank for payment to 

bo made by tbe bank to the person to whom the clieque is handed over. 

The endorsement of the payee is the " order ” of his named 
in the drawing of the cheque. Endorsements are written on 
the back of the cheque parallel to the narrow ends. 

A special endorsement is one that names the endorsee to 
whom the cheque is given, e.g . — 

Pan Edjiundson & Fowler, or order, 

Adam Brown & Co. 

On cheques, blank endorsement is much the more common 
form. It is simply the signature of the payee or of an 
endorsee, and it does not name the party to whom the cheque 
is transferred. 

By Section 34, blank endorsement causes a bill (or cheque) 
payable to order to become payable to beai'er, with the result 
that further endorsement is not -.compulsory when the bill 

7— (1737) 
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is handed on again. With a special endorsement, the bill is, 
on the other hand, stiil payable to order, and needs to be en- 
dorsed by the endorsee when he parts with it to someone else. 
The holder of a bill may complete a blank endorsement, and 
So convert it into a special endorsement, by filling in above 
the last endorser’s signature an instruction to pay either 
to himself or to some other person. A special endorsement 
overrides the effect of a preceding endorsement in blank; 
but, if the bill was drawn payable to bearer, special endorse- 
ment will not convert it to an order bill. A cheque drawn 
to '* Wages or order " is treated as if payable to “ Self or 
order." The drawer is also the payee, and the bank requires 
him to endorse. When the payee asks in person at the counter 
of the drawee bank for payment of a cheque to order, his 
endotsement is not required by law, as it is not a question 
then of giving the bank authority to pay another person. 
The custom of bankers, however, is to demand the payee’s 
signature on the back of the cheque before the payment is 
made. The signature shows that he, and not someone else, 
has had the money. 

8. Form of Endorsement. (1) The first signature endorsed 
on a cheque or other bill payable to order should correspond 
to the name given to the payee on the face of the document. 
Each later signature must correspond to the endorsee’s 
name given in the special endorsement, if any, immediately 
preceding. The banks nevertheless pass " R. Brown ’’ as 
sufficient endorsement for Robert Brown, or for Richard 
Brown; and “W. Green" as sufficient for William, or 
Walter, or Wilfrid Green. "Owen Griffiths" would, 
of course, be passed as the signature of a payee or endorsee 
described as “ 0. Griffiths but “ B. Davies & Sons ” 
does not correspond to " Davies & Sons," and neither 
" G. Roberts ’’ nor “ D. Roberts ’’ would be a good 
endorsement for “ G. D. Roberts.” 

(2) Where the payee or an endorsee has been incorrectly 
named he should endorse in the manner he has been named in. 
Ele may then add his. correct signature if he thinlts fit 
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(Section 32); but, except in the case mentioned below, he is 
not obliged to do so. Thus, if Peter Robertson is described 
as “ Peter Robinson,” he may sign the endorsement — 

either (n) "Peter Robinson" — wiUioul anything iTiore; 
or, (h) " Peter Robinson, 

Peter Robertson," 

the latter being the name given to him on the cheque, with 
his correct name added. 

By Section 63 of the Companies (Consolidation) Act, 1908, 
the correct name of a limited company must appear in 
(amongst other places) all endorsements of the company. 
Therefore, a cheque payable to " Brown, Bagsiiaw & Co." 
when the full name of the payees is “ Brown, Bagshaw & Co., 
Limited,” should be endorsed in the following form— 

Brown, Bagshaw & Co., 

pel' pro. Brown, Bagshaw & Co., Ltd., 

Eubnr^er Brown, Director, 

(3) “ Miss Mary Morgan " is not a signature, but a form 
of address. The lady so described should endorse " Mary 
Morgan ” only. And the same rule applies to other forms 
of address. Captain John T. Lewis, for example, may sign — 

" Jno. T, Lewis, Capt., R.P.A.," or simply "Jno. T, Lewis." 

When Mary Morgan has married and receives a cheque 
made payable to her in her maiden name, she should endorse 
with the form of signature — 

Mary Evans, 

nie Morgan, 

On a cheque where the payee is a married woman described 
by her husband’s name, as “ Mrs. John Brown,” or a widow 
described in a similar way, the endorsement should be — 

Julia Brown, or Julia Brown, 

Wife of John Brown. Widow of the late 

John Brown. 
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(4) When a payee cannot write he endorses by making a 
cross, the endorsement^being completed by a witness in the 
manner shown below. This is called the signature of a 
" marksman." 

his Witness: 

David >< Black Daniel White, 

mark. 40 Pink Street, 

Yellowtown. 

(5) Cheques made payable to two or more persons should 
be endorsed by both or all payees, as the case may be, subject 
to the exception about to be named. If a cheque is drawn in 
favour of "Misses Mary and Sarah Grundy," the 
endorsement should be signed — 

" Mary Grundy, 

Sarah Grundy." 

But, should the second payee have been authorized by the 
first to sign on her behalf, the endorsement — 

"For Self and Mary Grundy 

Sarah Grundy." 

would be regular. Had it happened that the cheque were 
drawn payable to " Mary Grundy or Sarah Grundy," 
the signature of either would have been all that was needed. 

g. Signing for another Person. (1) A person may sign 
the name of another if the other person has authorized him 
to do so; but when one person endorses or draws cheques for 
his employer or his principal, fAe procuration form of signature 
is the one to use, thus — 

per pro. Hamilton & Murray, 

Douglas M. Young. 

The writer's own surname must appear in full. Hamilton 
and Murray should notify their bankers exactly what 
authority as regards signing has been given to Mr. Young, 
and should furnish a specimen of his signature. 

(2) The Signature of a Firm — that is, of a partnership, as 
distinct from a company — ^is the firm-name written by any 
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one of the partners. Cheques drawn by the firm known as 
“ Westbrook, Wilks & WATiaN^oN," would be signed 
“ Westbrook. Wilks & Watkinson,” whether the signature 
was in the writing of George Westbrook, Richard Wilks, 
or Matthew Watkinson, who are the partners making up 
the firm. The reason is that, unless the bank or other parties 
to the cheques have notice of the partners’ agreement to the 
contrary, every partner is presumed to be an agent with power 
to bind the firm and his fellow partners by " any act for 
carrying on in the usual way business of the kind carried on 
by the firm." 

(3) The Sigmtwe of a Company or a corporate body is made 
by an officer or by officers of the body, and, in this case, 
the designation of each should be added. For the drawing 
of a company’s cheques, a common form of signature is that 
shown in Specimen No. 2, at the beginning of this chapter. 
For endorsement, the signature of the secretary, or of one 
director, is usually sufficient. For both purposes, whatever 
the form of signature, it must agree with the instructions 
given by the directors to the company’s bankers. 

(4) Signature of Executors. Suppose Reuben Bennett 
has recently died. As soon as the executors named in his will 
have been granted the probate of the will, they are at liberty 
to exhibit the probate to the bank as their authority to act 
for the deceased, and to draw and endorse cheques for his 
estate. They sign as his executors. 

Example. 

The Executors of Reuden Bennett, 

M. S1ME0.V Bennett, 

Rebecca Booth. 

Any one of the executors is, however, considered to have 
authority to act for all. He may sign for himself and the 
other or others, thus — 

AND Co-ExECUTOH OF REUBEN BeNNETT, 

M. Simeon Bennett 


For Self 
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Administrators sign in the same way as executors; but, 
in the case of trustees, kll must act together and the signatures 
of all are necessary, e.g . — 

Fo)' GEorrREY Gibson Goodman, 

Arthur Hill ) 

C. B. Gill I Trustees. 
Edwin Mill J 

(5) Indication of Representative Capacity. I. a person puts 
a signature on a cheque or bill for another person, and uses 
his own name, he should also give the name of the person 
for whom he acts, and be careful to indicate distinctly that 
he is acting for that person and not for himself. In — 

Donald Bain, 

Director, Stewart & Graeme, Limited. 
the last five words are merely a description of the writer of 
the signature. Signing in this way may make him personally 
liable as being himself the party to the bill. To escape 
personal liability, he should sign — 

For Stewart & Graeme, Limited, 

Donald Bain, Dtrccinr, 

In the drawing of any cheque so signed, the form of signature 
must, of course, be that arranged between the customer and 
the bank. As explained below, the paying banker may be 
relieved of certain liability in connection with endorsers’ 
signatures, and therefore not be concerned to know if these 
are genuine, so long as the endorsements are regular in form. 
In Ids scrutiny of the form of the endorsements, “ per pro.” 
is talcen to imply authority to endorse. So is such designation 
as director, secretary, treasurer, or cashier, because the control 
of cheques received is commonly part of the duties of a person 
holding one of these positions. But if the endorser, instead 
of "per pro.”, uses "for” without adding a designation, or 
adds a designation that does not imply authority to endorse 
(e.g., works' manager, assistant secretary, or buyer), the pay ing 
banker has the right to question the form of signature. Where 
there is any suggestion of want of authority, he is justified 
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in asking for the signature to be confirmed. The cheque will 
usually have been presented through a collecting bank, and 
if it is their customer’s signature that is challenged, they will 
be in a position to furnish the requisite assurance. As regards 
other parties to the cheque, whose title depends upon an agent's 
signature being authorized, it rests with them, unless they like 
to take the risk, to ascertain in all cases if the drawing or 
the endorsing of the cheque or bill is within the agent's 
authority. 

As a rule, an agent has no power to delegate his authority. 
The following is therefore, on the face of it, an irregular form 
of endorsement — . 

pet pro. The Hibernian Trading Corporation, Limited, 
per pro. Terence Mulvaney, Secretary, 

Daniei, O'Dowd. 

10 . Forged or Unauthorized Signatures. By an important 
provision in Section 60 of the Act, a banker is relieved of 
liability if he pays an order cheque drawn on himself and 
bearing a forged or unauthorized endorsement; but the 
payment must be made in good faith and in the ordinary course 
of business; and the endorsenaent must be regular in form. 
It would be impossible for the banker to verify all the signa- 
tures endorsed on the cheques drawn on him and presented to 
him for payment. To be able to do that every banking office 
would need the means of recognizing immediately the hand- 
writing of every person who at any lime was the payee or an 
endorsee of a cheque to order issued by any customer of the 
bank. It should be noted, however, that this immunity from 
liability is given to the paying banker only, and only in respect 
of drafts on demand, or cheques. The general rule is that 
a forged or unauthorized signature is wholly inoperative 
(Section 24), and that no subsequent party can obtain a good 
title through such a 'signature, except as against another 
party whose conduct has been such as to preclude him from 
raising objection to the forgery. 

•As regards the banker again, the provision is limited to 
endorsement. It does not, therefore, extend to the signature 
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of the drawer of the cheque. If the drawer’s signature is not 
the genuine signature' of a customer of the bank, or one that 
the customer has authorized, the banker has received no 
order frorn the customer, and consequently has no authority 
to charge the amount of the cheque to the customer’s account. 
When a hanker fails to detect forgery in a drawer’s signature", 
and as a result pays on the forged signature of a customer, he 
must bear the loss himself, unless he can show that the 
customer is guilty of contributory negligence. 

II. Alterations. Another form of forgery is the fraudulent 
raising of the amount of a cheque, say, from eight pounds to 
eighty, or from fifty to three hundred and fifty, by the clever 
insertion or alteration of words and figures. Section 64 
enacts that where a bill is materially altered, it becomes void, 
except as against a party who has made, authorized, or assented 
to the alteration. Where, however, the alteration is not 
apparent, a holder in due course may claim the amount for 
which the bill was originally drawn. Should a genuine cheque 
for eight pounds be altered to eighty pounds, the paying banker 
would not be allowed to charge his customer any part of the 
amount paid, unless the banker were a holder in due course, 
or could show the customer’s assent to the alteration, or could 
bring blame home to the customer by proving gross careless- 
ness on his part. The drawer should not leave spaces by the 
filling up of which the amount of a cheque can be increased. 
To prevent forgety of this kind, a cheque, for example, for 
£48 10s. is sometimes marked across the face, " Under fifty 
pounds.” Machines are also used to mark cheques or to fill 
in the amounts in such a way that alteration becomes extremely 
difficult or altogether impossible. In the absence of fraud, 
authority for, or assent to, any alteration usually takes the 
form of the drawer’s initials to the alteration, or of the initials 
of each of the drawers, when there are more than one. 

The printed words “ or bearer ” on a cheque may be deleted 
by the drawer, or he may alter the word “ bearer ” to “ order,” 
without the addition of his initials in either case. Endorse- 
ment of the payee would then be necessary. If, however, the 
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alteration is from “ order ” to " bearer,” the dravver'ij initials 
must appear to show that the alteratfon was his ; otherwise 
the payee’s endorsement could be dispensed with, without 
evidence that this was the drawer’s wish. 

12 . Crossed Cheques. 

(1) Meaning of a Crossing. A crossing consists of the name 
of a bank written across the face of the cheque, or of two 
parallel lines drawn across the cheque with or without the 
words " and Co." between them, thus — 



No. 1 No. S No. 3 No. 4 


The crossing means that the banker on whom the cheque 
is drawn must not pay the money over his counter to anyone; 
but must either pay it to another bank which claims the amount 
for credit of a customer of that bank, or must credit it to the 
account of a customer of his own. Nos. 1 and 2 above, are 
called special jirossings. They name the collecting bank to 
which payment is to be made. Nos. 3 and 4 are general 
crossings; they are left blank for the name of the collecting 
bank to be filled in afterwards. A cheque that docs not bear 
a crossing is called an open cheqm. Postal orders and money 
orders may be crossed and collected from the Post OfiSce 
through a bank. 

(2) Object of a Crossing. Payment of an open cheque may 
be obtained at the counter of the drawee bank. In this way 
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a thief may cash an uncrossed cheque, by forging the endorse- 
ment when endorsement is required; or without endorsing the 
cheque when it is payable to bearer. On the other hand, if 
the cheque were crossed, it would be necessary for him to 
pay it in to credit of a banking account. He could pay it 
in to credit of his own banking account if he had one; but* 
he may not have one, as a banker will not open an account 
with a stranger without first making enquiry about his 
character. And if the thief had a bank account or succeeded 
in opening one, he would have to wait for his banker to collect 
the cheque, and would thus run the risk of discovery, before 
he could get hold of the money and abscond. Should the 
thief not have a banking account, he would need to seek out 
someone who had, in order to cash the cheque through him. 
A person who keeps a bank account is, however, likely to 
understand the risk of changing a cheque for anyone he does 
not know; and he would either refuse to change it or, if he 
decided not to refuse, he would take precaution against being 
defrauded. The crossing of a cheque, then, makes it difficult 
for a dishonest person to turn the cheque into cash, and makes 
it somewhat easier to trace him if he does. 

(3) Who may Cross a Cheque. The drawer or any holder may 
cross a cheque either generally or specially; and any holder 
may turn a general crossing into a special crossing. The banker 
who is collecting a cheque may cross it. When it is already 
crossed to himself, and he cannot himself collect it, he' may 
cross it again to his collecting agent; but crossings to two banks 
on the same cheque are not allowed in any other circumstances. 
Banks used to pay over the counter cheques ‘on which the 
printed crossings had been cancelled by the addition of the 
words “ Pay cash," initialed by the drawer. This practice 
is discouraged now. A crossed cheque, like any other, con- 
tains the drawer’s signature wliich the forger can copy for the 
purpose of attaching apparent authority to his fraudulent 
cancellation of the crossing. 

(4) Banker’s Liability on Crossed Cheques. A banker who 
has paid a crossed cheque, otherwise than in accordance with 



the crossing, is liable to the true owner of the cheque for any 
loss the latter may sustain in conseque&e (Section 79). But 
the true owner has no claim against a banker who, in good 
faith and without negligence, has collected a crossq,d cheque 
for a customer when the customer had no title, or had a de- 
fective title, to it (Section 82). And the Bills of Exchange 
(Crossed Cheques) Act, 1906, causes this last provision to 
apply though the collecting banker has placed the cheque 
to his customer's credit before he has himself received payment 
from the drawee bank. 

13. Negotiability 

(1) Negotiable Imtruments. If a watch or a bicycle is 
stolen, and the thief sells it, the buyer cannot retain it as 
against the true owner. That the buyer has paid for the watch 
or bicycle gives him no title to it, for the thief who sold it 
him had none. The transaction is not a sale in reality, because 
a person cannot sell what does not belong to him unless he has 
authority from the owner to do so. But, if a shopkeeper 
takes a Bank of England note and gives goods in exchange, 
the shopkeeper can retain the note, even if it should turn out 
to be a stolen one, provided that, at the time of taking it, 
he had no knowledge of the theft. A Bank of England note 
is a document of a peculiar kind, and a cheque or any other 
bill of exchange, unless it contains a stipulation prohibiting 
negotiation, belongs to the same class as the Bank of England 
note. The peculiarity of these documents is that there 
attaches to them a quality called negotiability. 

A negotiable instrument is one that may pass fiom person to person 
so that when it is taken in good faith and for value, without knowledge 
of any irregularity or defect, the person talcing it acquires a good 
title to the document notwithstanding any want or defect, short of 
forgery, in the title of the person from whom he takes it. 

We have already seen that a good title to a cheque cannot 
be acquired or given if the cheque is forged. 

This characteristic of negotiability attaches to coin of the 
realm, to notes issued by the Treasury, to bank notes, to bills 
of exchange and promissory notes, and to certain Government 
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and other bonds given for loans and securing repayment to 
the bearers of the bonds. It does not attach to postal orders 
or money orders issued by the Post Of&ce, nor to book debts 
when these are sold, nor to certificates of shares or stock 
issued in the names of registered holders, nor to merchandise 
of any kind, nor to land and buildings. As a general rule, the 
property in an article is distinct from the possession of it; 
so that even when value is received in exchange, the right of 
ownership cannot be passed, on merely by delivering up 
possession. 

(2) Not Negotiable Crossings. A bill may, however, 
contain words prohibiting its negotiation. For example, 
on a cheque that is crossed there may be added to the crossing 
the words " not negotiable." This takes away entirely the 
negotiable quality of the cheque. The words must not be 
understood to prevent the cheque’s being transferred from 
hand to hand. Their effect is this; that a person taking a 
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cheque so crossed can neither acquire a better title to 
the cheque, nor give a better title to it, than the person 
had from whom he takes it (Section 81), In Specimen 
No. 6, the words '* Account payee only ’’ are an instruc- 
tion to the collecting bank that the amount of the cheque 
must be credited to the account of the person named in the 
cheque as the payee, and to no other account. Without 
these words, a not negotiable cheque may be credited by a bank 
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to any of its customers, whether the payee of the cheque or 
not. To make a cheque as secure as possible, it should be 
drawn to the payee’s order and crossed as in No. 6, the address 
of the payee’s bank being given in the crossing. Tjie words 
" not negotiable,” it should be noted, are of no effect on an 
open cheque; they must form part of a crossing. 

Suppose a cheque is posted by A the drawer, to B the 
payee, and is crossed “ not negotiable.” Suppose it reaches 
the payee, is endorsed by him, and is then stolen by C, who 
passes it on to D. Although D has taken it in good faith 
and given value for it, he has no better title to it than C had — 
that is, he has no titleat all — ^for the cheque was not negotiable. 
He cannot retain it as against the rightful owner; nor, if he 
gives it up to the rightful owner, can be claim on A for its 
value. Had the words " not negotiable ” been absent from 
the crossing, he would have had a good title and could have 
kept the cheque and had it collected; and, in the event of 
payment having been refused by A’s bank, he could have 
sued B, the endorser, for its value. Had the cheque been 
uncrossed he would also have had a claim against A, the 
drawer.’- As it stands, his only remedy is against C, the thief 
from whom he took the cheque. Cheques are negotiable 
instruments in their origin ; but payment of them can always 
be demanded at once, and there is, therefore, no advantage to 
be gained from negotiating them. As shown above, it is safer 
for the drawer if he deprives them of negotiability. 

' But, -when a cheque has been crossed the dra-wer is protected under 
Section 80, provided (1) the cheque has come into the hands of the 
payee, and (2i the bank on which the cheque was drawn has paid it in 
good faith and -witliout negligence. 



CHAPTER X 


THE COLLECTION OF CHEQUES 

I. Holder’s Choice of Courses. The owner of a cheque may 
take one of three courses to obtain value for the cheque 
he holds. 

(1) He may. when the cheque is not crossed, go in person 
with it, or send his messenger with it, to the bank on which 
it ife drawn and ask for payment over the counter in exchange 
for the cheque. 

(2) He may pass the cheque on by way of payment to some 
other person. 

(3) He may pay the cheque into his own bank for the bank 
to collect its value and place the amount to credit of his 
account. 

As regards the first course, it is not unusual for a very large 
part of the cheques a trader receives to be drawn on places 
far distant from the trader and from each other. This course 
would therefore be so costly and inconvenient as to be imprac- 
ticable in very many cases. About the second course, one 
difficulty is that the amounts of the cheques a business man 
receives are seldom the same as those he has to pay his creditors. 
But a more serious objection is that banks act on the rule of 
" First come, first served and that some of their customers 
may not keep them amply furnished with the means where- 
with to meet cheques when these turn up for payment. If 
a cheque is being passed on through a number of successive 
hands, there is some risk that it will not be presented for 
payment until the banker no longer holds funds of the drawer’s 
sufficient to pay it with. The third course is the most con- 
venient and the safest of the three. The collecting of cheques 
for customers is part of the ordinary business of the banks, and 
they have devdoped an organization for the rendering of 
this service in the most economical way. Except in special 
110 
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circumstances, the collection of cheques by the banks is effected 
by means of the clearing-house systeiri. 

2 . Collecting a Country Cheque through the Bankers' 
Clearing House in London. « 

Suppose a Liverpool trader remits a cheque to a Manchester 
trader. The Manchester trader, having an account at a 
Manchester bank, pays the cheque into that bank for collec- 
tion. The Manchester bankers send it, with others paid 
into the bank that day, to their clearing agents in London 



L.T, = Liverpool trader. M.T. = Manchcittcr trader. 

L.B. = ,, b.ank. M.B. = ., bank. 

C H. = Bankers’ Clearing House. L A. =*= London agents. 

(L.A. No. 1). Next day, these London agents take the cheque 
together with many others similarly received,- to the Bankers’ 
Clearing House, where they hand it over to the clearing 
agents (L.A. No. 2) of the Liverpool bank on which the cheque 
is drawn. London agents No. 2, send it on the same evening 
to the Liverpool bank, and debit the account of that hank 
in their books. When the cheque reaches Liverpool the 
following morning, the Liverpool bank debits the amount 
to their customer, the Liverpool trader who is the drawer 
of the cheque. In the meantime, London agents No. 1, have 
credited the Manchester Bank, and the Manchester bankers 
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have credited the Manchester trader who paid the cheque 
in to them. The settlement between the two London banks 
acting as dealing agents remains to be explained. 

3. The Clearing Banks. The members of the Clearing House 
at the present time are the following eleven banks — 


Bank of England 
Barclays Bank, Ltd. 
Coutts & Co. 

Glyn, Mills, Currie & Co. 
Lloyds Bank, Ltd. 
Midland Bank, Ltd. 


Westminster Bank, Ltd. 

Bank of Liverpool & Martin's, Ltd. 
National Bank, Ltd. 

National Provincial Bank, Ltd. 
Williams Deacon's Bank, Ltd. 


New banks are rarely admitted; and, owing to numerous 
amalgamations, the number of members has dwindled greatly 
from what it used to be. The list contains a few names of 
joint-stock banks that were provincial in origin and therefore 
not members of the Clearing House; but they have gained 
admittance by absorbing older London banks that were 
members. The head offices in London of the great joint-stock 
banks do the clearing for their own branches all over the 
country, and for their branches in the London area, except 
in the cases of a few important London offices which clear 
on their own account. Country banks that are not branches 
of a clearing bank have to employ a clearing bank as agent. 
Great numbers of cheques come up to London every morning, 
change hands in the Clearing House during the day, and go 
back again in the evening to the provincial banks on which 
they are drawn. But there is a vast volume of cheques, 
payable in London itself, that pour through the Clearing House 
daily as they pass from collecting to paying banks. 

4, How the Cheques are Interchanged. The Bankers’ 
Clearing House, situated in Post Office Court, Lombard Street, 
is controlled and maintained as an institution jointly owned 
by the banks that are members of it. They all have accommo- 
dation at the Clearing House and have their own clerks at 
work there. The interchange of bheques is carried out as 
follows; A clearing banker— let us say he is Member No. 1 — 
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holds a quantity of cheques for clearing. Before sending them 
out to the Clearing House, he has the cheques sorted and listed 
in separate lots under the names of the other members. A 
messenger then takes them to the Clearing House ^.nd hands 
them round — each lot to a representative of the member 
for whom it is intended. Member No. 2 receives n his batch 
cheques drawn either on himself or on banks for which he 
acts as clearing agent. So does Member No. 3. Now, 
Member No. 2, in his turn, leaves cheques with Nos. 1 and 
3; and Member No. 3 with Nos. 1 and 2. The remaining 
members all give and receive bundles of cheques in this 
way too. « 

S. The Daily Settlement. Let us look at the procedure on 
a scale smaller than the actual, imagining that the clearing 
offices number ten only. Member No. 1 has nine others to 
settle with. Let us suppose that with each of five of these 
he has more to pay than to receive, and that the sums he 
has to pay them exceed, by £17,000 in all, what they have to 
pay him. As regards the remaining four members taken 
together, let us assume he has to receive £13,000 more than 
he has to pay. The day’s clearings, then, as far as he is con- 
cerned, will be settled by his paying out £4,000. He pays it 
in one amount. What actually happens is that he signs an 
order requiring a transfer of this amount to be made in the 
books of the Bank of England Jmn his account there to the 
Clearing Account (or, more correctly, the “ Account of the 
Clearing Bankers ”). His share in the day’s operations is 
then finished. Member No. 2 for his part may find that on 
general balance, he has something to receive instead of some- 
thing to pay; and, if so, he will give an order requiring transfer 
of the amount due to him to be made at the Bank of England 
io his account from the Clearing Account. These orders are 
countersigned by the inspector or the deputy-inspector of 
the Clearing House. All the clearing banks keep accounts 
at the Bank of England, and their settlements for each day’s 
clearings are all made by transfer between accounts in the 
manner just explained. 

8-11737) 
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If six of otir imaginary members have, like No. 1, final 
balances to pay, then four of the ten will have final balances 
to receive, like No. 2. And it follows that the total of the 
balances paid by the six must be the same as the total of the 
balances received by the four. In the Clearing Account at 
the Bank of England, therefore, the debit entries should 
balance the credit entries every day. In our imaginary case, 
the account might appear thus — 


Dr. Account op the Clearing Bankers. Cr. 


Paid out of this Account £ 

Paid intp this Account by £ 

to dealing Bank — 

Cleanhg Bank — 

No. 2 . . 5.000 

No. 1 . . . 4,000 

6 . . 6,000 

3 . . . 3,000 

7 . . 7,000 

4 . . . 2,000 

9 . . 3,000 

5 . . . 1,000 

8 . . . 5,000 


10 , , . 6,000 

May 1, 19... ;^2l,000 

;i21,000 


Supposing the number of the clearing banks to be twenty 
instead of ten, the number of transfers required for one 
settlement all round would be twenty only — one transfer 
for each clearing office. But if the offices were to settle with 
each other separately, there would be required 20 x 19 -f- 2 =190 
transfers altogether. 

6. The Different Clearings. The reader will have noticed, 
on the cheque forms issued by English banks, a capital letter 
T, M, or C, prominently printed near where-the amount of 
the cheque appears in figures. The letter is there to save time 
in the preparing of cheques for the Clearing House. T indicates 
Town clearing; M, Metropolitan; and C, Country. The Town 
clearings, of which there are two in the day, are the most 
important. They take the cheques drawn on banks in an 
area corresponding roughly to the City of London. The Country 
clearing is for cheques on provincial towns; and the Metro- 
politan clearing comprises those drawn on London banks 



THE COLLECTION OF CHEQUES 115 

outside the Town area. Bills that are not cheques are in- 
cluded in the Town and the Metropolitan clearings; but the 
Country clearing is confined to cheques. 

7. Provincial Clearing Houses. Bankers' clearing hoises 
are established in the large provincial centres — in Manchester, 
Liverpool, Birmingham, Bristol, and other cities. Each 
local clearing house, however, deals only with cheques drawn 
on banks within its own city and suburbs, or within a limited 
area of the surrounding district. The local settlements are 
made by transfer in the books of the local branch of the 
Bank of England, just as they are in London. There are 
bankers’ clearing lipuses in Glasgow, Edinburgh, and Dublin; 
but Scottish and Irish banks are not connected with the 
English clearing system. Some of the English banks, however 
have made arrangements for the exchange of cheques with 
the offices of the Scottish and Irish banks in London, 
whence the cheques are distributed to the towns where 
they are payable. In other cases cheques between the sister 
countries arc presented through the post by the collecting 
banks direct to the paying banks, drafts on London being 
given in return. 

8. Cheques as Transfers of Credit. The total value of the 
cheques passing through the London Bankers’ Clearing 
House, in the year 1926, was £39,825,054,000. Yet the cheque 
system is a growth of recent times. It has been so perfected 
as to be now the cheapest, safest, and most convenient means 
we have of transmitting payments from place to place. Not 
the least interesting feature of the process of clearing is that 
all the payments making up such a vast stream of value 
pass from the payers to the persons paid, without the handling 
of any coin. Satisfaction for so many of the wants of our 
individual lives is to be found only by the payment of coins 
that we get rather a wrong notion of what is essential in a 
payment. Even when we give cheques we are inclined to 
look upon them as orders for payments to be made in coin 
by our bankers on our behalf. We have seen, nevertheless, 
that in most instances, the banks are not asked to pay 
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either coin or notes; and that the great bulk of commercial 
payments is carried through by nothing else than written 
transfers of value made between accounts kept in bank books. 
The simplest illustration of payment by transfer of credit 
is this: A draws a cheque for £20 and hands it to B of the same 
town, both A and B having accounts at the same bank."' 
When B pays the cheque into the bank, the latter will credit 
B’s account with the amount, and debit A’s. Value to the 
extent of £20 will have been transferred from A to B by writing 
merely. For A’s claim on the bank is now £20 less than it 
was, and B's is £20 more. This is just the same as when a 
field or a house changes hands. The field or the house is not 
moved; it is only the written record of ownership that is 
altered. What has been transferred is the right to collect 
the rent or the right to draw on the bank. 

9. Returned Cheques. Cheques sent for collection are 
sometimes returned unpaid. When this happens, the rules 
of the Clearing House require that the banker on whom the 
cheque is drawn shall write on the cheque the reason for 
return. Some of the reasons commonly given are shown 
below. Returns of country cheques are not made through 
London, but through the post direct to the collecting banks. 
When payment cannot be obtained on presentation, a cheque 
is said to be “ dishonoured." 

(1) Out of Date. This term is applied to cheques that have 
not been presented until some considerable time after they 
were drawn. Such cheques are also called “ stale and the 
drawee bank requires verification by the drawer before pay- 
ment is made. Six months is the more usuah period during 
which payment is made without exception being taken to 
the date. 

(2) Refer to Drawer. If pa3mient is refused because of the 
insufficiency of the drawer’s funds, the bank commonly marks 
the cheque “ R/D," which means " refer to drawer.” Tliis 
is in form a non-comnaittal answer. Other markings used 
at times in such cases are "not provided for”; "N/F„” 
which stands for "no funds”; "N/S” for “not sufficient 
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(funds) " I/F ” for " insufficient funds but “ R/D ’’ 
is the one in general use. 

Examples of other answers, some of which either explain 
themselves or have been explained already, are — , 

(3) Endorsement irregular. (8) Second endorsement 

(4) Words and figures differ. required. 

(5) Account closed. [Q) Signature differs. 

(6) Cheque post-dated. (10) Crossed two hanks. 

(7) Alteration requires initials. (11) No account atthis branch. 

(12) E-ffects not Cleared — ^where cheques or other orders have 
been paid in by the" drawer of the returned cheque, but have 
not yet been collected. 

(13) Payment Stopped, or Instructions not to Pay. The 
drawer of a cheque has always the right to countermand 
payment (Section 75) before his cheque has been presented. 
He signs a letter stopping the payment, and hands the letter 
to the banker who is obliged to obey the customer’sinstructions. 

(14) Drawer Dead. A banker will not pay a cheque after 
he learns of the drawer’s death (Section 75), but the death 
of a person who has signed the cheque as agent of the drawer, 
or of a partner whose firm’s cheque has been signed by him, 
or of a person who has signed as an officer of a company, will 
not prevent payment being made in the ordinary course. 

(15) Cheque Mutilated. Where a cheque has been badly 
mutilated the bank will not pay, the presumption being that 
if a cheque has been torn in pieces, the mutilation has been 
intentional and done with the object of cancelling the cheque. 
Should the mutilation not be serious and appear to have 
occurred accidentally, the cheque will usually pass, if an 
explanation is written upon it and initialed by the holder 
in whose hands the accident took place. 

(16) After notice of an act of bankruptcy on the part of 
the customer, or on receipt of an order of the court garni- 
sheeing his account, a bank will refuse to pay its customer’s 
cheques. 

10 . Unreasonable Delay in Presentation. This will discharge 
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an endorser (Section 45), but it will not discharge the 
drawer of a cheque froin liability unless the cheque has been 
outstanding at least six years, or unless the bank has failed 
during the^dclay in presentation of the cheque. In the latter 
circumstances, the drawer is discharged (Section 74) in so far, 
as he finds himself a creditor of the bank for more than he 
would have been if the cheque had been presented in reasonable 
time. The holder of the cheque takes the drawer's place as 
creditor of the bank for the amount in question. 

II. Certification of Cheques by Bankers. Occasionally a 
customer will ask his banker to mark or certify his cheque as 
“ good ” for the amount named in it. Thif might occur where, 
to complete a purchase of land or other property, the customer 
was required to pay down a large sum “ in cash.” The 
marking of the cheque by the banker of the drawer is intended 
to show that the cheque will be paid when presented; but it 
does not amount to an undertaking legally binding on the 
banker as lus acceptance of a bill would be. Seeing, however, 
that the cheque has been marked at the request of the drawer, 
the banker would consider himself justified in ignoring a 
countermand of payment should his customer afterwards 
send him an order not to pay. A banker who by telegram, 
or otherwise, has made a representation to another banker 
that a cheque held by the latter will be paid on presentation, 
considers himself bound to pay if the cheque is presented 
in due course and is in order; for then the collecting banker 
or his customer will have acted and changed his position on 
the strength of the assurance given. 



CHAPTER XI 

BILLS OF EXCHANGE 

1. Bills of Exchange other than Cheques. This chapter is 
about bills of exchange that are not cheques; that is, about 
(fl) Bills payable on demand not drawn on banks. 

(6) Bills not payable on demand, whether they are drawn 
on banks or not. 

What has been written in Chapter IX, on cheques, about 

Date and amount Form of endorsement 

Parties Signing for oUicr persons 

Bearer and order drafts Forgery and alterations 

Endorsement Negotiability 

applies to all other bills as well as to cheques. But crossings, 
whether general or special, or containing the words “ not 
negotiable," are peculiar to cheques and to some other demand 
drafts addressed to banks, such as the order to pay shown on 
page 95. The bills of exchange treated of here cannot be 
crossed. 

2. What a Bill of Exchange is. Abillof exchange is a written 
order requiring a person addressed to pay at a specified time 
a stated sum of money to a person named, or to bearer. 
The full definition given in the Bills of Exchange Act, Section 

3. is— 


A bill of exchange is an unconditional order in mitii^ addressed 
by one person to another, signed by the person giving it, requiring 
the person to whom it is addressed to pay on demand, or at a fixed or 
determinable future time, a sum certam in money, to or to the order 
of a specified person or to bearer. 

3. Acceptance is the drawee’s assent to the order contained 
in. the bill (Section 17). It is usually written across the face 
of the bill, as in Specimen No. 2. The name " acceptance " 
119 



120 


MODERN BUSINESS AND ITS METHODS 


is also given to the bill itself after the bill has been accepted, 
and then the drawee fe known as the " acceptor.” Before a 
bill is accepted, it is commonly called a " draft.” 


Specimen No. i. 


Inland Draft at Three Months. 


St. Paul’s Churchyard, 

No. 1347 ^236:10 : 0. London. 1 st Feb., 10 ... 



Three months after date, pay to our order the sum of 
Two hundred and thirty-six poundst ten shtlhngs, for value 
received. 

Frank Fenwick & Co, 


Mr. Jo.seph Jenkinson, 

11 Gray St., Newcastle-on-Tyne. 


Specimen No. z. 

Jenkinson’s Acceptance. 


No. 1347 j£236 10 : 0. 


St Paul's Cmorchyaro, 

London 1st Feb., IS... 


0 


Three months after dat^ kuy to our order the sum of 
Two hundred and Ih/c^-^ jpounds, ten shillings, for value 


Frank Fenwic 

Mr Joseph Jenkinson, / 

11 Cray St., NewcAstle-oiJ-Tyne. 


Frank Fenwick & Co., the drawers in the transaction 
above, would themselves send the draft to the drawee, 
Jenkinson, by post, to be accepted by him and returned 
to them. Then, when the three months had expired, Fenwick’s 
bankers in London would get their Newcastle branch, or thpir 
agents there, to collect the money. Payment should, in this 
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case, be made at Jenkinson’s own office, as no other place 
of payment is specified. 

A draft on demand does not need to be accepted, for it 
becomes payable as soon as presented to the drawee. If a 
biU is drawn payable at so many " days after sight ” accep- 
tance is necessary in order to fix the date when payment will 
be due; and in such a case the date of accepting should be 
shown in the acceptance. Acceptance is necessary, again, 
if a draft states that it has to be presented for acceptance; 
and, if a bill is drawn payable elsewhere than at the drawee’s 
own address, his acceptance should be obtained before the 
bill is presented atnthe place of payment. In no other case 
do drafts payable at future dates need to be accepted 
(Section 39); yet it is customary to present them as soon as 
possible for that ■ purpose. Acceptance makes payment 
more certain and, consequently, renders it easier for the holder 
of a bill to dispose of it to someone else. 

An acceptance often names the drawee’s bank as the place 
of payment, thus — 

Accepted, Feb. 3, 19.,, payable at 

Lloyds Bank, Limited, Newcastle-on-Tyne, 

J. Jenkinson. 

The place of payment is called the “ domicile ” of the bill. 
When a bill is domiciled at his bank, the acceptor should 
send the bank a signed advice containing particulars of the 
acceptance, and authorizing the bank to pay it on presenta- 
tion at maturity. If a company is the acceptor, this authority 
would need to* be signed in the same manner as cheques are 
signed. The acceptance of a draft would also probably be 
signed as the company’s cheques are signed; but for the 
drawing of a bill a signature like that of an endorsement 
might be enough. 

The drawee is not bound to accept a bill presented to him 
for acceptance (Section 53), unless, of course, he had promised 
the drawer that he would accept it; and even then, if he refused, 
it would be to the drawer only that he would be liable for the 
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breaking of his promise. But if he does accept the bill, he 
becomes immediately liable to pay it, on the date of maturity, 
to any person who will then be entitled to the money. 

4. Qualified Acceptance. This is an acceptance that modifies 
the effect of the bill as originally drawn (Section 19). 
qualified acceptance may be — 

(1) Conditional, that is, making payment depend on the 
fulfilment of a condition; e.g., " payable on delivery of bills 
of lading for goods to arrive by SS. ' Albatross.’ ” 

(2) Partial, that is, qualified as to amount, as when a draft 
for £300 is accepted for £200 only. 

(3) Local, or qualified as to place of»payment, as when 
the acceptance states expressly that payment will be made at 
a specified place, and not elsewhere. 

(4) Qualified as to time, e.g., the acceptance at ninety days 
after sight of a hill drawn payable at sixty days. 

(5) Acceptance by one or more of the drawees, but not 
by all. 

The holder of a bill may refuse to take a qualified acceptance 
from the drawee, and may treat a bill so accepted as dis- 
honoured by non-acceptance. Further, if the holder takes 
such an acceptance, the drawer, and any endorser previous 
to the acceptance, are not obliged to assent to it, and may 
renounce their liability on the bill. (Section 44.) 

5. Inland Bills and their Uses. An inland bill is one both 
drawn and payable within the British Isles, or drawn within 
the British Isles on some person resident therein. All others 
are foreign bills. (Section 4.) 

We have seen that the chid serviceableness* of the cheque 
is in its obviating the transport of gold from place to place; 
and in its dispensing with the need of coin even in the actual 
payment, which is usually accomplished by a mere written 
transfer between accounts in bank books. The cheque is quite 
a modern development; but the bill of exchange in which it 
originated is an old form of commercial document that has 
been in use by merchants for hundreds of years. To save the 
moving of gold from dty to city or from country to country 
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is the characteristic function of bills of exchange of all kinds. 
Nevertheless, inland bills are commonly drawn with some 
additional purpose in view. 

(1) The acceptance by a debtor of an inland hill jjayable at 
a future date is tiseful to the creditor as an express undertaking 
by the debtor to pay a stated sum at a stated date. This 
undertaking contained in the acceptance is enforceable at 
law by the creditor. He may sue on the bill itself; he docs not 
need to prove delivery of the goods, or to meet any objection 
on the part of the debtor about quantity, quality, or time of 
delivery not having been in accordance with the customer's 
order. 

(2) To the debtor the bill is useful as a means of obtaining 
credit, perhaps lengthened credit, when he could not get it 
otherwise. In the acceptance of his customer, the seller of 
the goods has some security that pajnnent will be made. An 
acceptor is usually anxious to meet all his acceptances as they 
fall due, because not to do so would damage his reputation 
with the banks and other parties through whose hands a 
dishonoured acceptance would pass. Wliile the bill is running 
the debtor is able to sell the goods, or a part of them, and so 
put himself in funds to meet the acceptance at maturity. 
An inland trade bill probably gives the drawee two or three 
months’ more credit than he would be entitled to if he had 
to pay for the goods in time to secure the usual discount. 
The drawee forgoes the discount, of course, and the bill is 
drawn for the full invoice value. 

(3) To the creditor again, an acceptance is useful because 
he can get value for it before it matures; and the capital that 
otherwise would be locked up in a book-debt can, by means 
of the acceptance, be made available for further trading. 
The creditor may negotiate the bill, that is, he may hand it 
over by way of payment to someone else. Or, he may discount 
it at his bank. In the latter case the banker takes the bill and 
gives in exchange its face value less "banker’s discount," which 
is interest on the amount for the time that has to run before 
he will receive payment from the acceptor. The discount 
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is calculated by the banker at so much per cent, per 
annum on the amount^of the acceptance, and not, like interest 
proper, on the sum advanced. A bill for £600, with three 
months exactly to run to maturity, if discounted at per 
cent, per annum, would be worth — ■ 

;^600 - G£4i X 6 X til) = ;£600 - £6 ISs, = jfS93 5s. 

6. Foreign Bills are {a) those drawn abroad and payable 
in this country; (6) those drawn here and payable abroad; 
(c) bills drawn and payable abroad that are negotiated here 
(Section 4). A foreign bill, especially if drawn on a distant 
country, may consist of a set of two of even three copies. 
The second copy is usually sent to its destination by a later 
mail than the first of the set, as a precaution against the 
miscarriage of the first. Sometimes, however, one copy 
(or via, as it is often called) is negotiated, whilst another is 
sent forward to an agent in the drawee’s city, for the agent 
to present it to the drawee for acceptance. The copy negotiated 
would state that the acceptance was lying at the agent’s 
address until claimed there. The drawing of bills in triplicate 
is not so general now as it used to be; for in times of peace 
the overseas mails are much safer and much more regular 
than communication was in days gone by. 

The second copy of the bill, of which specimen No. 3 is 
supposed to be the first, would read: " At ten days after sight 
of this Second of Exchange (First of same tenor and date 
being unpaid)," etc. And were there three in the set instead 
of two, the wording of the first copy would be: " At ten days 
after sight of this First of Exchange (Second and Third . . . 
being unpaid),’’ and so on. In foreign bank drafts the names 
" Original ’’ and “ Duplicate ’’ are frequently used instead 
of First and Second of Exchange. A bill that consists of a 
single copy is called a " Sola ’’ of Exchange. 

7 . Foreign Bill Transactions. 

Specimen No. 3, drawn by Simpson & Sullivan in Liverpool 
on a New York address, is presumably given in payment-of, 
a debt that the Liverpool merchants owe in America. The 
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Walter P. Hill Co., on whom the bill is drawn, may be 
debtors of the drawers; but, just as likely, they may be agents 
whom Simpson & Sullivan keep in funds to meet their 


Specimen No. 3. 

English Draft on New York. 


No. D32745. Mersey House, Water St., 

Exchange for S2, 500 Liverpool. 15th March, 19.. 


O At ten days ajler stght of this First of Exchange (.Second 
of same tenor and date being unpaid) pay to Messrs. 
WAsmNGftJN Irving & Gunther or their order, the sum 
of Two thousand five hundred dollars, for value received, 
and charge to our account as advised. 


The Walter P. Hill Co., 

1001 E.ast 29x11 Street, New York. 


Simpson it Sullivan. 


Specimen No. 4. 

Foreign Bank Draft on London. 

No. 337/12677 B.P. £ stg. 30 : 0 : 0 Ba.ssorah, 

le dix Jnillet, 19... 

BANQUE IMPfiRIALE OTTOMANE — 

(FondUe pap Firman Imperial, 1863). 

A vue payee par cette Premiere dc Change, In seconde tie 
I'etant, d I'ordre de Monsieur Albert Levy la somine de 
Treinte Imres sterling valcur recue el que vous passeres en 
compte suivant avis. 

Banque Imp£riale Ottomane, 

a Banque Imp^riale Ottomane, Directeur. 

26 Throgmorton Street, 

London, E.C.2 Sous-directeur, 



drafts from time to time. Washington Irving & Gunther 
ar^ the payees, and their address we may take as Chicago. 
The bill would be posted direct to them from Liverpool. 
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On its arrival they would hand the bill to their bankers in 
Chicago, In return, 'they would receive an immediate credit 
for the 2,500 dollars, less discount for the time the bill had 
to run; or they would wait for the full amount to be collected 
at maturity. In either case, the Chicago bankers would 
mail the draft at once to their New York correspondents. 
The latter would present it without delay at 1001 East 29th 
Street for acceptance, retain it when accepted, and present 
it again for payment when the ten days had expired. The 
second of exchange would leave Liverpool by the following 
mail; but would be cancelled when it reached the payees 
in Chicago, the original having been , received and dealt 
with by them. 

Specimen No. 4. Here we may assume that Monsieur 
Albert Levy, of Bassorah, or Basra, near the Persian Gulf, 
desires to make a purchase in Birmingham. With that pur- 
pose in view, he approaches the Imperial Ottoman Bank, 
of his Eastern city, for a draft of £30 on their London office! 
He pays the equivalent of the £30 sterling in the currency 
of Bassorah. The bank takes the money, prepares the draft, 
makes it payable to Levy himself, and hands it to him! 
Levy then endorses the document to the Birmingham firm! 
encloses it with his order, and posts it in a registered letter 
to our Midland capital. Received there and payable at sight, 
the draft is endorsed again by Levy’s endorsees, and paid 
by them into their bank as a London cheque. The English 
bank collects the amount from the Ottoman Bank in London, 
and the merchants in Birmingham ship the goods. 

Specimen No. 5. Steyn & Shepperson, of, the Magnates’ 
Walk, Johannesburg, have ordered goods of the value of 
£216 10s. from Dixon, Broavn & Hall, Limited, in London. 
The time and manner of payment may be specified in the 
order; or the parties may have been dealing on the same 
terms for many years. The goods are now being shipped 
and the invoice has been sent to the purchasers by post. 
To get hold of the goods, someone must produce the bill of 
lading (see Chapters XIII and XXV) at the port of entry in 
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Specimen No. 5. 

Draft on Johankksburg. 

No. 22/1275. Sooth African Buildinjjs, 

Exchange for : 10 . 0. London, E.C. Isl jJpril, 10... 

© Thirty days after stght, pay this Ftrst of Exclitinge 
(Second of same tenor ami date being unpaid) to the 
Standard Bank of South Africa, Limited, the sum 
of Two hundred and sixteen pounds, ten shillings for two 
cases of goods per SS. " Kenilworth Castle " to Dm ban. 

For Dixon, Brown & Hall, Ltd. 
Messrs. Steyn & SiIepperson, Jno. Brown, 

The Magnates’ Walk, Diieclor. 

Johannesburg. 


Specimen No. 6. 


Interest Draft on Rangoon 


No. 212436, Manchester, 

Exchange lor ;^481 ; 16 ; 0. lOlh May, 10 . .. 


O At sixty days after sight, pay this First of Exchange 
(Second and Third being unpaid) to the order of the 
Chartered Bank of India, Australia and China, the 
sum of Four hundred and eighty-one pounds, sixteen 
shillings sterling, with interest added thereto at six per 
cent, per annum from the date hereof to the approximate 
due date of arrival of remittance in London, Payable at the current 
drawing rate for the Chartered Bank of India, Australia and 
China's drafts at sight on London. Value received — 



301/305 per SS. "Mandalay." 


Documents to be surrendered on acceptance. 

J. H. Marsland & Co 

Mbssrs. Roger Wood & Wilson, 

Pegu Place, Rangoon, 
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South Africa ; so it has been sent to the drawees’ clearing 
agents in Durban, togfether with another copy of the invoice 
fbr customs requirements there. This draft for the amount of 
the invoice is prepared by Dixon, Brown & Hale, Ltd., and 
handed in duplicate to the London office of the Standard 
Bank of South Africa, under a covering letter asking the 
bank to send the draft out for collection. The bank will 
post the first of exchange by one mail, the second by the 
next, to their Johannesburg branch, which branch will present 
the first copy to arrive for Steyn & SheppersoN’s acceptance. 
In due time, they will present the acceptance for payment 
and will advise their London office of tha result. If the bill 
is honoured, the London bank will pay Dixon, Brown & Hall, 
Ltd., the proceeds wth the deduction of a small commission 
for their services. 

Specimen No. 6 is called an interest bill, because of the 
clause it contains providing for interest. It is also called a 
documentary bill, because it is sent out with certain docu- 
ments attached to it. The documents are the bills of lading 
(without which the consignee or his agent cannot get hold 
of the goods), the marine insurance policy, and an invoice made 
out in triplicate. 

From the form of this specimen, it is to be supposed that the 
Chartered Bank of India in London pays the full amount 
of the bill to the drawers in Manchester at the time of taking 
the bill from them. The bank will thus be deprived of the use 
of £481 16s. for about four months. Roughly, one month each 
for the outward and the homeward mails, and two months 
for the duration of th acceptance, will pass -by before the 
money to be collected in Rangoon can be got back to London. 
The interest required to be added to the bill is what the bank 
receives for lying out of the money from the date of its purchase 
of the bill to the date when the proceeds arrive in London. 
Further, at Rangoon, the payment will be received in rupees, 
and the rate of foreign exchange for rupees into pounds 
sterling varies. The bill is therefore so worded as to be pay- 
able by the drawees at the bank’s own rate of exchange for 
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homeward remittances which is ruling on the day when the 
drawees pay. This is important in bills of exchange drawn 
on countries whose rales of exchange are subject to 
considerable variation. 

8. The Banks and Foreign Bills. It is part of the regular 
business of banks — of the foreign and colonial banks in London 
particularly — ^to finance trade by advancing the whole or 
part of the amount of a bill of exchange as in the last trans- 
action. But this business is not confined to banks here. The 
same is done in other lands. In Australia, for example, the 
banks pay out money on wool, butter, mutton, and produce 
generally, as it lea-vus the Commonwealth ports for England. 
The bills and documents taken in exchange are sent by 
the banks to London to be looked after by their offices 
here. 

When a bank advances money on a draft, it always takes, 
along with the draft, the bills of lading and insurance policy 
as security — the bills of lading to keep the goods under the 
bank’s control, and the insurance policy to cover any loss 
that may occur at sea. In example No. 6 (page 127), the 
bill of lading is to be given up on acceptance of the draft; 
in other cases, it may be surrendered against payment only. 
Sometimes, again, the bank will not advance more than, 
say, 75 % to 90 % of the amomit of the draft. When that is 
so, and the drawee has to pay the bill with interest added, 
the bank does not retain interest on more than the sum ad- 
vanced. The remainder of the interest belong to the drawer. 
The stipulation for interest appears mostly in bills between 
here and the East. In addition to the documents already 
named, the bank may require a letter of hypothecation or 
pledge from the drawer. This letter gives the bank, amongst 
other things, the right to sell the goods when the drawee has 
failed to accept or to pay the bill. 

An instruction not to surrender the bill of lading until 
acceptance or payment may be attached to a documentary 
bin of exchange sent for collection, -without any advance 
having been made upon it by the exporter's bank. When, 
9— (1737) 
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for the security of tlic exporter or his bank, the bill of lading 
is not to be given up To the drawee until he pays, it is custom- 
ary. should he pay before the bill of exchange falls due, to 
allow him a rebate at the rate current in his country for dis- 
counting bids. Making a draft payable at thirty days after 
sight, subject to this rebate, gives the drawee thirty days after 
acceptance in which to find money to meet the bill ; or, as 
an alternative, it permits him to pay before the thirty expire, 
and so obtain earlier possession of his goods. 

Exporters in this country usually deal direct with the 
colonial and foreign banls instead of passing the drafts 
on to them through English bankers’ hands. We give below 
extracts from the printed instructions issued by two of these 
banks in connection with the negotiation and collection of 
foreign bills — 

1. The Bank, for Bills on the West Indies, All bills should 

be drawn in pounds, shillings and pence, and in duplicate form. When 
exchange and all charges for commission, stamps, etc , are to be paid 
by the drawees, tho following clause must bo embodied in or endorsed 
on the bill, viz.: 

“ Payable at The Bank’s current rate of exchange lor 

demand (or 90 days’ sight) draft on London together with hank 

commission and all charges." 

In the absence of such clause, proceeds will be remitted by demand 
dratt less exchange, commission, and all other charges. 

The Bank also requires that specific instructions be given 

when documents are sent m — 

(а) Wliether bills of lading arc to be given up on acceptance or 

(ft) ^Thether in event of non-acceptance and/or non-payment, the 
goods are to be handed over to a specified firm, or arc to be re-shipped 
back to the shippers at once, or are to be sold inimcdiately, or are to 
be held, it practicable, for further instructions. 

2. The Bank, for Bills on India, etc. The TDank negotiates, 

or grants advances agamst, bills payable m India, Burma, Ceylon, 
Aden, Zanzibar, etc., on current terms. Bills may be drawn as follows; 

(al In rupees; 

(б) In sterling, with the clause " Payable at exchange as per endorse- 
ment," which is the equivalent of drawing in rupees, bills bearing this 
clause being converted into rupees in London on the day of negotiation 
at the current rate of exchange. 

"The full sterling value of bills drawn as above is paid to owners 
without any deduction whatever. 

(c) In sterling, with the clause " Payable at the drawing rate for 
demand drafts on London.” Bills drawn in this manner go forward 
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in sterling, the rate of exchange being fixed in the East at the lime of 
payment, and in respect of such bills the bunk has to receive eithei 
from diawers or drawees interest at the current rate from the date 
the bills are advanced against until the date the return remittance 
reaches London. When drawers wish to pay the intciest themselves 
the item is claimed after advice of payment is received lr«m the East, 
and in such cases the interest clause must be deleted from the bills. 

* Collection of Hills. The bank also collects bills and accounts 
to owners for proceeds when received from the East, 

Bills, whether for negotiation or collection, need only ho made out 
in duplicate, and may be drawn in favour of llic bank to save the 
necessity ol endorsement by the drawers. 

Documents. The documents which sliould accompany bills are. 
invoices, bills of lading, and marine insurance policies. One written 
or typed invoice and one clear press copy of same should be supplied. 
Care should be taken that invoices contain all details required by the 
collector of customs at the port of discbaige. Bills of lading need 
only to be taken out in duplicate, but if more than two copies have 
been signed, they must accompany the drafts. Every bill of lading 
should read " Shipped in good order," be made out to the order of the 
shippers, and endorsed in blanlr. Bills of lading must also be stamped 
by the shipping companies " Freight paid.” 

From the foregoing, it will be seen that the hanks play a 
very important part in dealings with bills, both inland and 
foreign. They present them for acceptance, collect them when 
payment is due, pay them by order of the acceptors, discount 
them for holders, make advances on them to the drawers, 
and purchase them at the current rates of exchange. Still, 
the banks do not take part in all the biUs that merchants 
and others handle; and even foreign bills may be drawn, 
accepted, negotiated and paid without the banks’ assistance. 
A considerable part of foreign bill business is in the hands of 
dealers other than the banks. The conversion of one country’s 
money into that of another will be dealt with in a later part 
of the book under Foreign Exchange. 



CHAPTER XII 

MORE ABOUT BILLS 

9. Date of Maturity. Bills are drawn payable at various 
terms, e.g.— 

(1) On demand, at sight, or on presentation, which are all 
the same in effect. 

(2) At three, seven, or ten days after sight of the bill by 
the drawee. 

(3) At thirty, sixty, ninety, or more days after sight. 

(4) At one, two, three, or more months after date of bill. 

Three days of grace are, in this country, always added to the 

time allowed for payment, except when the bill is payable 
on demand, at sight, or on presentation; or when the bill 
itself states that payment is to be made without days of grace. 
Thus, a bill drawn at sixty days after sight and accepted in 
England on the 4th of March would be due for payment on 
6th May, that is, 27 + 30 + 6 = 63 days after it is sighted 
by the drawee. If, however, the last day of grace falls on 
Sunday, Christmas Day, Good Friday, or a day appointed by 
Royal proclamation for public fast or thanksgiving, the bill 
becomes due on the preceding business day. If the last day 
of grace falls on a bank hoU^y, or on a Sunday preceded by 
a bank holiday, the date of maturity is the succeeding business 
day (Section 14). The word “ month ” in a bill of exchange 
means calendar month, so that, should three bills be drawn 
at one month from January 29, 30, and 3l, respectively, 
all three fall due on the same day, namely, on the third day 
after the last day of February; that is 3rd March. In foreign 
trade there is alwajre some uncertainty about the length of 
time it will take the bill to reach the drawee. The usual 
form of foreign bill is, therefore, one payable at so many 
days after sight. 

The tenor of a bill must permit of the date of payment 
being fixed with certainty. A bill would not be valid if drawn 
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payable on a contingency, say, on the expected arrival of a 
ship. The ship might never arrive. Bnt a bill may be made 
payable on, or at a fixed period after, the happening of an 
event that is certain to take place, though the time of ]iappening 
is still uncertain (Section 11). 

* 10 . Positions of the Parties to a Bill. 

(1) A Holder in Due Course is the name given to a holder 
that has taken a bill under the following conditions: (a) that 
the bill was on the face of it complete and regular; (b) that he 
took it in good faith (i.e., honestly) and gave value for it; 
(c) that he had no notice of defect in the title of the person 
who negotiated it to him; (d) that the bill was not overdue, 
and that he had no notice of its having been dishonoured 
(Section 29). A holder in due course is free from any defect 
of title of prior parties, dnd he may enforce the bill against 
any party liable upon it (Section 38). 

(2) The Acceptor is the party liable in the first degree upon 
the bill. To a holder in due comrse he cannot go back on the 
position he has taken as acceptor — he cannot dispute the 
drawer’s authority to draw, or the existence of the payee, 
or the right of the payee to endorse the bill (Section 54). 

(3) The Drawer. Until the bill is accepted, tlie drawer is 
the party primarily liable upon it. He engages that the bill 
will be accepted and paid according to its tenor, and that he 
will compensate the holder or any endorser who is compelled 
to pay the bill as a result of its being dishonoured (Section 55). 
After acceptance, the drawer’s liability becomes secondary 
to that of the acceptor. 

(4) An Endorser has a hability more limited than that of- 
the acceptor or that of the drawer. It precludes him from 
denying to a holder in due course the genuineness or regularity 
of any previous endorsement, or of the drawer’s signature. 
In case of dishonour, an endorser is liable to compensate any 
subsequent party; but he has a right of recovery against 
previous endorsers, or against the drawer, or the acceptor 
(Section 55). Any person signing a bill otherwise than as 
drawer or acceptor is liable as an endorser (Section 56). 
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(5) Transferor by Ifdwery. Where the holder of a bearer 
bill negotiates it by delivery without endorsement, he is called 
“ a transferor by delivery.” He is not liable on the bill as 
an endorse/. His position is like that of the seller of an article 
of merchandise. To his immediate transferee, if the latter 
gives him value for the bill, he warrants that the bill is what 
it purports to be, that he has a right to transfer it, and that 
he is not aware of any fact rendering it valueless (Section 58). 
These warranties are similar to those implied in a sale of goods 
(see Chapter XXIV). Should the bill turn out other than 
what it is warranted to be, the transferee would have a right 
to damages from his transferor. Though the warranty covers 
the genuineness of the bill or its freedom from forgery, it 
does not cover the risk of dishonour from insolvency or other' 
causes. 

II. Negotiation. The holder of a bill, like the holder of a 
cheque, has several courses open to him. He may retain the 
bill until maturity and then himself present it for payment, 
or get his banker to collect it. He may part with the bill 
before maturity by negotiating it to another person, or by 
discounting it with, or selling it to, his banker. What bills 
require endorsement on negotiation, and what form the 
endorsement should take, have been explained in the 
chapter on Cheques. A few points remain to be dealt 
with here. 

(1) A Restrictive Endorsement (Section 35) is one that 
prohibits the further negotiation of a bill, as “ Pay A B only 
— C D or it is one that permits further transfer for a special 
purpose only, as “ Pay A B, for account of X,”' or “ Pay A B, 
or order, for collection." 

(2) Qualified Endorsement. An endorser, or even the drawer, 
may negative his own liability on the bill (Section 16). An 
example would be the inclusion in an endorsement of the 
words " without recourse to me," or of " sans recours,” which 
is the French for the same thing. 

(3) Facultative Endorsement. On the other hand, endorser 
or drawer may waive, as regards himself, some or all of the 
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duties of any future holder of the bill (Section 16). Examples : 
“Notice of dishonour waived"; and retowr sans frais"\ 
the latter signifying that in case of dishonour, the bill is to be 
returned without the cost of noting or protest being^ incurred. 

(4) A Partial Endorsement, or one that purports to transfer 
a part only of the bill, is inoperative (Section 32). A condition 
contained in an endorsement may be disregarded by the payer 
of the bill (Section 33). Where a bill is already full of endorse- 
ments, an allonge, or slip of paper for further endorsements, 
may be gummed endwise to the bill, and the next endorsement 
written on the line where they join, partly on the bill and 
partly on the allonge. 

(5) An Accommodation Bill is one that has been drawn or 
accepted or endorsed without value having been received or 
given for it; and merely for the purpose of lending the benefit 
of one’s signature to the holder of the bill (Section 28). For 
example, B might accept a bill drawn by A without B’s 
having received any consideration for his acceptance. A’s 
ob j ect would be to get value for the accepted bill by discounting 
or negotiating it. At maturity, A could not make 13 pay the 
bill; but B would be liable to any other party who, as a holder 
for value, presented it to him for payment. A, who had ob- 
tained value for the bill, would be expected to put B in funds 
before the date of payment arrived. In the meantime, he 
would have had the use of the sum for which the bill was 
drawn. 

12 . Presentation and Dishonour. A bill is dishonoured by 
non-acceptance when it is duly presented for acceptance and 
the acceptanca cannot be obtained; or when, with the exercise 
of reasonable diligence, the presentation cannot be effected, 
as for example, when the drawee cannot be found (Sections 
43 and 41). It is dishonoured by nonpayment when, after the 
exercise of reasonable diligence, presentation for payment 
cannot be effected, or when on due presentation, payment 
cannot be obtained (Sections 46 and 47). In dishonour 
eijher by non-acceptance or non-payment, the holder of the 
bill, unless his title is defective, acquires the right to immediate 
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payment by the drawer or by any endorser (Sections 43 and 
47). The more endoriements there are on a bill, the greater, 
therefore, is the holder’s security. But he will lose his “ right 
of recourse " to previous parties if, in the case of a bill payable 
at a futui% date, he fails to present it for payment on the day 
it falls due; or if, in the case of a demand bill, he fails to present 
it within a reasonable time (Section 45). His right of recourse 
to any party will be lost also if he does not give notice of the 
dishonour to that party without delay. Any endorser from 
whom the amount of a dishonoured bill has been claimed has, 
in his turn, the right to claim from parties previous to himself; 
but, here again, delay in giving notice will discharge a party 
from liability, unless that party has had notice already 
(Sections 48 and 49) . In the end, it will probably be the drawer 
that is left to obtain, if possible, redress from a defaulting 
acceptor. It is customary, in presenting a bill for acceptance, 
to leave it with the drawee twenty-four hours. On payment 
of a bill, the person presenting delivers up the bill to the 
person who pays (Section 52). 

13. Noting and Protest. If an inland bill is dishonoured, 
it is advisable to have it noted so as to put the fact of dishonour 
beyond dispute; but to note or to protest an inland bill is not 
necessary in order to preserve recourse against drawer or 
endorsers. A foreign bill dishonoured by non-acceptance or 
by non-payment, should be protested. If it is not, the drawer 
and endorsers are discharged; but, when it has already been 
protested for non-acceptance, it need not, except on inter- 
vention for honour, be protested again for non-payment. 
Usually, noting or protest must be effected at the place of 
dishonour, and (by the Bills of Exchange Act, 1917) not later 
than the next business day. When the dishonour of a foreign 
biU has been duly noted, the protest may be left to be com- 
pleted, if necessary, after instructions have been obtained 
from the party in this country or abroad, who had sent it for 
acceptance or collection (Section 51). 

Noting and protesting are done by a notary public— a 
person officially appointed for the performance of this and 
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similar duties. Noting consists of making in his register a 
record of the dishonor of the bill. Protesting is the issue 
of a formal written protest, which is required by foreign 
courts as evidence of the dishonour. The notary marks the 
dishonoured bill for identification, has it re-presented, and 
sfttaches to it a slip with his name and charges, and the reason 
for dishonour. The following is a form of protest — 


Protest for Non-Payment. 


On the day of in the year One 

thousand nine hundred and at the request of 


I, Pubhc Notary, by lawful 

authority and sworn, dwelling m in the County 

of in the United Kingdom of Groat 

Britain and Ireland, did exhibit Iho original Bill of Exchange, whereof 
a true copy is on the other side written, unto a clerk in the counting- 

house of the person upon whom the said 

Bill is drawn, and demanded payment thereof, which demand was 
not complied with, and the said clerk answered 

Wherefore 1, the said Notary, at the request aforesaid, did and do 
by these presents solemnly protest against the drawer and endorsers 
of the said Bill, and all others concerned, for all costs of ^exchange, 
re-exchange, and all costs, damages, and interest already incurred or 
to be herealler incurred, for want of payment of the said Bill. 

Thus done and protested at in the presence of 


0 


Tl'ffness. 

Witmiis. 


The claim made on any of the parties to a bill in respect of 
its dishonour mp.y include, (a) the amount of the bill, (6) interest 
for the time payment is overdue, (c) the expenses of noting 
and protest (Section 57). To maintain the liability of the 
acceptor of a bill, it is not necessary to protest it or to give 
him notice of dishonour (Section 52). 

14. Intervention for Honour. The drawer of a bill or an 
endorser is permitted to insert in the bill the name and address 
of a person to whom the holder may resort “ in case of need,” 
that is, in the event of dishonour of the bill (Section 15). 
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If a bill is dishonoured by non-acceptance and is not overdue, 
a person not already liable upon the bill may intervene and 
accept it for the honour of any party to the bill (Section 65). 
Similarly in the event of a bill being dishonoured by non- 
payment, a person may intervene and pay the bill for the 
honour of any party liable upon it (Section 68). But protest 
for non-acceptance must precede acceptance for honour, 
and protest for non-payment must precede payment for honour. 
The payer for honour sttpra protest is entitled to possession 
of the bill and of the protest; and he takes the rights of the 
party for whose honour he pays. 

13. Promissory Notes are negotiable instruments of the same 
class as bills of exchange; but differing from bills in their 
being written in the form of a promise, instead of an order, 
to pay. Our commonest example is, perhaps, the Bank of 
England note, which most of us catch a glimpse of now and 
again. By the Bills of Exchange Act, 1882, Section 83, 
a promissory note is defined as — 

An unconditional promise in writing, made by one person to another 
signed by the maker, engaging to pay on demand, or at a fixed or 
determinable iuture time, a sum certain in money to, or to the order of, 
a specified person or to bearer. 

The maker of a note, being the party primarily liable upon 
it, is in a position corresponding to that of the acceptor of 
a bill (Sections 88 and 89). The following specimen No. 7 
contains a stipulation for the payment of interest on the sum 
in respect of which the note has been given — 

Specimen No. 7. 

Promissory Note. 

£125' Manchester. IstMay, W!i.. 

© One month after notice, I promise to pay Mr. William 
W iGGLESwoRTH oT order, the sum of One hundred and 
twenty-five pounds for value received; interest to be pay- 
able half-yearly on June 30 and December 31, at the 
rate of five per centum per annum. 

George Henry Bentinck. 
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Specimen No. 8. « 
Joint and Severat, Note. 



York. Ul June, 10... 

On demand, we jointly and severally promise lo pay 
Messrs. Timothy Trotter & Co., or their order, the sum 
of rive hundred pounds sterling. 

Sylvester Gray. 
Marmauukk GhEI'.,\'. 


A joint and several note might be used where one of the 
signatories to it was, guaranteeing repayment of money lent 
to the other by the payee of the note. When a note is simply 
joint, and not joint and several, and judgment has been 
obtained against one of the makers of the note, a second 
action cannot be brought against the other or others, even 
though the note is still unpaid. 

1 6 . Stamps. Every bill of exchange drawn, negotiated, or 
payable in the United K ngdom, requires a revenue stamp, 
and except in the case of foreign bills drawn abroad, the 
stamping must be done before the bill is drawn. 

(1) On bills payable on demand, at sight, or on presentation, 
or at three days after date or sight, the duty is twopence. 
The stamp may be impressed or adhesive. 

(2) On bills not payable on demand or at three days after 
date or sight, and on all promissory notes, whether payable 
on demand or not, if the bills or notes are drawn or payable 
in the United Kingdom, an ad valorem (varying with value) 
duty is impose(J as follows — 

Where the amount docs not exceed ,£10, stamp 2d. 

Where it exceeds /lO but not , 25 ,, 3d. 

25 50 „ 6d. 

50 75 „ f)d. 

75 100 „ Is. 

For every additional £100 or part of £100, Is. 

If the bill is issued in this country, the stamp must be 
impressed. 
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(3) Bills drawn and payable abroad, if negotiated in the 
United Kingdom, require in addition to the foreign stamp 
(if any) a British stamp as follows — 

Where payable on demand, or where not exceeding ;£50, stamp as 
above. ' 

Where exceeding ,^50, but not ;il00, stamp 6d. 

For every additional ;£100, or part of ;£100, stamp 6d 

The stamp required on foreign bills is an adhesive one. 
Where the twopenny rate applies a postage stamp will do; 
but in the other cases a special foreign bill stamp must be used. 

A stipulation in a bill or note for interest to be paid on the 
amount of the bill does not affect the value of the stamp 
required, unless the interest is calculated and included in 
the sum named. Any person dealing with a bill that is 
insuf&ciently stamped is liable to a penalty of £10. When a 
bill is drawn in a set of two or three, only one of the set is 
stamped. 

17 . Some Further Points. (1) To nnew a bill of exchange 
is to take it back from the holder and give in its place a new 
bill payable at a later date, and probably Including interest 
for the extra time that will then pass before payment will 
be made. 

(2) To rdire a bill is to Avithdraw it from circulation, or 
to recall it from the party to whom it was given. Any party 
to a bill, other than the holder of it, may retire the bill by 
pa 3 dng the amount, less discount for the time that has still 
to run, 

(3) A relate is. a return or allowance of discount when a 
bill is retired or taken back by the discounter, or by the drawee 
or acceptor, before it falls due. 

(4) The tenor of a bill is the meaning or purport of the whole 
of the words used in drawing the bill; but the term is often 
taken to signify the currency of the bill, that is, to refer solely 
to the words that express the time of payment. 

(5) Usance is the customary length of time for which bills 
between any given two countries are drawn. Usances of 
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bills vary with the different countries concerned in them. 
And, though ninety days’ sight may be the usance between 
two countries, that does not prevent many bills being drawn 
between them for other periods. 

(6) Backing a bill is a term used for the endorsing of a bill 
a person who was not a party to the bill, the object being 

to give to the instrument the benefit of his name. A bill 
bearing the name of a bank or first-class business house is a 
more acceptable security than it would be without that name. 

(7) Re-exchange is the sum for which a new foreign bill 
would have to be drawn in order to replace a dishonoured one, 
and to realize in tha country where dishonour took place the 
same amount that the original bill would have realized to the 
holder. Re-exchange, for an English bill dishonoured in 
Holland, would be the amount in sterling for which the Dutch 
holder of the dishonoured bill would have to draw a new bill 
on the English drawer of the old one, so that this new bill 
could be sold in Holland for what the old bill would have 
realized to the holder, had it been paid in due course by the 
Dutch drawee. 

(8) An I 0 U (I owe you), for example — 

“I 0 U Ten pounds, 

Peter Brown." 

is not a promissory note, a negotiable instrument, or even 
a receipt. It is merely written evidence of a debt agreed 
between the giver and the holder of the document, and it 
does not need to be stamped. 



CHAPTER XIII 

EXPORT TRADE 

I. Difficulties of Foreign Trade. Distance is itself Hie cause 
of considerable trouble. There is the difficulty of procuring 
orders amongst strange peoples speaking with bewildering 
tongues in far-off and unfamiliar lands. There are the 
inconveniences, in many cases, of having to put trust solely 
in samples and written offers sent out hopefully through 
the post; in others, of being unable satisfactorily to supervise 
travellers when for long periods they are completely out of 
sight; of controlling agents when a few intermittent letters 
are the least restricted means available for intercourse; of 
resorting to the more or less cryptic messages of code or 
cipher cablegrams when question and answer must flash out 
and back, and business cannot wait (in the absence of a fast 
air-postal service) on the slow-going complacency of mails. 
There is difficulty in transporting goods across great ocean 
spaces; in packing them securely against damage in the rough 
and tumble of sea-passage; in risking total loss when nature 
in menacing mood proves to be more than man can outwit 
or control; in forcing an exit or an entry through the barriers 
of protective duties and other hindrauces with which nations 
in their jealousy seek to guard the sanctity of their shores. 
And, when our efforts have reached some success, there is 
still the task of obtaining payment for our goods; of maldng 
sure that our distant customers do not elude bur just claims; 
of deciding, say, exactly how many Dutch florins or Russian 
roubles shall be taken as the equivalent of so many British 
sovereigns; of converting .American dollars into Chinese taels. 
Lastly, there is the problem of obviating as far as possible, 
the carrying of coin to and from different places, of setting 
the claims of one coimtry against those of the other, and 
shipping precious metal to pay off the balance only. ' 
142 
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2. An Export Invoice. Perhaps the best line of approach 
to the subject of this chapter is to produce a specimen invoice 
of exported goods, and to use it as if it were a “ text ” on 
which to hang, one by one, our subsequent observai,ions. 

The invoice that follows differs materially from any of those 
sliown in Chapter V. The heading is different, and so is the 


Specimen No. i. 


Expokt Invoice. 


Invoice of five hales collou ptece goods shipped hy the wideystgiied hv 
SS. " Mandalay "from Birkenhead to Jiaiigoon, by order and fat account 
and risk of Mes.srs. Rpr.ER Wood & Wilson, Rangoon. 



Bale => 150 pieces ot 42' Mada- 
pollams of 24 yards each ■- 
3,600 yards @ Sid. . 
Measurement, 2' 6* x 2'0' x2'7' 
Gross weight 6 cwt. 3 qrs. 20 lbs. 




302/305 


4 Bales ot 14,400 yanis do. do. 


7 6 


ClIIKGES; 

ATakmg-up and packing five bales 
(a) 16s. each .... 
Carriage to Birkenhead, TJo< K 
Dues, and other chaige.s 
Freighl on 64' 7' $?• SHs. 6d. 

Bills ot Uiding . 

^^annc Insurance on (o 

10s. % — Stamp on policy, 9d 
Cfiinniission, 24% on £459 7s. 6d 


Ji. cS. O.li. 

Manchester, lOth May, 19... 

J. H. Marslanu & Co. 


li ! 9 k 

i 

i 


22 8 6 
481 16 - 


manner of setting out particulars of the goods. The charges 
are ^something not to be found in a home-trade invoice, and 
the signature of the shipper is also new. The last item of 
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the charges, namely, the commission, suggests that the shipper 
of the goods is not^the seller, but only an agent who has 
bought the goods for the consignees by their instructions. 
In this c|Lse, then, the heading “ Bought of J. H. Marsland 
AND Co.” would not be suitable, because it would not be true. 
The commission of 2 J % on the cost of the goods should be 
all that Marslands make out of this transaction; for, as we 
shall learn later, an agent cannot legally keep for himself 
undisclosed profits or discounts made in carrying out the orders 
of the person whose agent he is. It has, nevertheless, been the 
practice of many shipping houses to make a profit on the 
goods they export, and to charge commission as well. Whether 
a shipper is selling on his own account or merely buying 
and shipping the goods on commission, this fonn of invoice 
is the one that he commonly uses. E. & O.E. means “ errors 
and omissions excepted.” 

Charges other than those here shown may appear on 
export invoices; e.g., telegrams, bank commission, bill stamps, 
and patterns. The patterns would be small samples cut from 
the same doth as the pieces invoiced. These patterns are 
often sent to the buyer by post so as to arrive in advance of 
the goods and give him a chance to sell from the patterns 
before his purchase comes to hand. Like bills of exchange 
and bills of lading, export invoices are usually made out in 
triplicate. One copy is required by the customs authorities 
at the port of entry abroad. To prevent duty being collected 
on more than the correct value of the goods, any discount 
allowed to the customer should be shown deducted from 
the invoice. 

3. Making-up and Packing. Making-up refers to the form 
in which each piece of cloth is folded, 'stamped, papered, 
ticketed, and tied or stitched together. Textiles, particularly 
for the East, are got up so as to look their best, for appearance 
has a good deal to do with their ready sale in the native market. 
Merchants here adopt distinctive marks or designs with which 
they stamp their fabrics, so that the stamp on the cloths 
serves as a brand to identify their goods in the markets for 
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which they compete. They register these marks and are 
quick to take action should another merchant attempt to 
infringe their right to any design. There is a number of 
recognized ways of folding the fabrics and of tyin^ them up 
with fancy papers and tapes. The pieces arc commonly made 
Up in rather short or medium lengths, and those in a given 
lot are, as a rule, all cut to the same number of yards a piece. 
Manchester merchants frequently give out their making-up 
and packing to firms that specialize in this work. 

When the goods are made up there are various ways of 
packing them. They may be put in bales or in cases. Bales 
are usually hooped with iron, the hoops being put on whilst 
the bale is compressed in a hydraulic or steam press. On bales, 
single or double canvas is used for outside wrappings ; inside 
is tarpaulin or oil-cloth or patent packing, the last named 
being thick waterproof paper, one of the layers of whose 
composition is a smearing of tarry substance. Cases may be 
of wood only, or of wood with a zinc lining slipped inside. 
The zinc or tin lining is provided with a lid that is soldered 
down all round when the case has been filled. The metal thus 
makes a thin inner shell, water and air proof, that effectively 
keeps out all wet and dampness ; and — ^what is another con- 
sideration — ^prevents pilfering of the goods; whilst the outer 
case of wood is strong enough to resist fairly rough handling 
when the heavy package is moved about on land, or is slung 
into or out of the ship’s hold. With cases of wood only, 
oiled or other waterproof material is used for inner lining. 
Each lot of goods for which a case is required is first stacked 
on floor or counter in the shape the goods wll take in the case. 
Then the case maker is sent for to come and measure up; and, 
after the cases are supplied and the goods placed inside, he 
calls again to solder down the tops. Cases are made with 
their outside sizes about two inches more every way than the 
piles of goods they are to hold. 

The port of destination must be lettered on the outside of 
eafh package. The full name of the consignee may also be 
given; but, as a rule, he is indicated by initials only. A serial 

1(J-(1737)1 
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number is given to each case or bale. Frequently there is 
added some simple geometric device by which all packages 
in the same consignment can easily be picked out from amongst 
a miscelleyieous array of cargo. These marks, including the 
numbers, the initials, and the name of the port, are put on the 
cases or bales by means of stencils. The marks are quoted 
on the invoice, and the invoice should be made out in such a 
manner as will show exactly what each case or bale contains. 
On some routes in South American countries, packages have 
to be carried in pairs of equal weight for long distances on 
mule-back over rugged mountains or through swampy wastes. 
In Central Africa, transit is effected by native carriers bearing 
the goods on their heads. Such conditions necessarily deter- 
mine the sizes and weights that must be given to the packages 
by merchants here. 

4 . Freight is the charge made for carrying goods by ship. 
Shipowners go by the weights of the packages, if it suits them 
to do so; but, for goods of the kind we are considering, it is 
their custom to charge on the bulk. The reason is that a ship’s 
capacity is limited, and it would be unfair to accept at the 
same charge two consignments of the same weight when one 
was of a bulky nature and occupied three or four times the 
room of the other. For steamship cargoes forty cubic feet 
is taken as the equivalent of a ton weight, and this standard 
is known as the ton measurement. Articles of unusual shape 
and requiring special stowage would be carried at specially 
quoted prices. 

As a case or bale is rectangular in shape, its cubical content 
is found by multiplying together its length, breadth, and 
depth. Thus a case measuring 4 ft. by 3 ft. by 2 ft. =4x3x2 
or 24 cubic feet. But, when the measurements are not even 
numbers of feet, the calculation is a trifle more complex. 
A case 4 ft. 3 in. by 3 ft. 6 in. by 2 ft. 8 in. would give the 
product of 4ix3Jx2| cubic feet, that is — 

17 7 8 IIQ 

TX-2X3 = '|^ = 39f cubic fool. 

The simplest method for all sizes is to work by duodecimals, 
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as below, where a prime is l/12th of ji foot, and a second 
l/12th of a prime — 

Feet Primes Seconds 


4 3 miillipUcand 

3 fi multiplier 

12 9 product of 4' 3' and 3' 

2 1 6 B* 

H 10 fi „ 3' 6" 

2 8 - multiplier 

29 9 - product oi 4' 3' and 3' 6* and 2' 


a - „ „ „ 2 ' 8" 


Here the final product, viz., 39 ft. 8 primes, is just under 
one ton measurement. The capacity of the five bales named 
in the invoice we are studying, and the freight charge for 
them are worked out as follows — 

(1) 2' 6' length of each bale 

2' 0' breadlh „ ., 

5' 0" area of one surface 
2' 7" depth of each bale 

10' 0' 

2' ir 


12' 11" i-ii]).icUy of one bale, whiih X •‘i --- fi4' 7* (or Iho five 

(2) A capacity of 40' 0' gives /I 18 6 freight charge 

„ „ 20' 0' „ 19 3 

4' 0" „ 3 10 


Tile total of 84' 7' 


2 2 total charge 


An alternative working of (2) is — 

64' 7" @ 40s. for 40 cub. ft. =-- 64s. 7d. 

Deduct 64' 7" @ Is = Is. 7id, 

„ 64' 7' @ 6d = 9id, 

Leaves 64' 7" @ 38s, 6d = 62s. 2d, 
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To the freight there is sometimes added a percentage called 
primage. For example, the freight from Birkenhead to Ran- 
goon might be 35s. a ton, plus primage, 10 %, making 38s. 6d. 
in all. By some companies or steamship rings, the primage 
is returned as a rebate after the lapse of twelve months or so, 
if, in the meantime, the shipper has continued to send his 
goods by the same line or the same ring. In origin, primage 
was a perquisite to the captain of the shi]i for taking rare of 
the cargoj but now it is part of the steamship owner’s charge. 

5. Bills of Lading. A bill of lading is— 

1. An acknowledgment ol goods received liy a sliipownrr for 
■shipment on a vessel named; 

2. The written contract of affrciglitmcnt .solting out tlic parliciilars 
of the goods and their destination; also the conditions on which Hie 
shipowner undertakes to cany them; 

3. The document of title to the gooil.s, for transfer of the bill of lading 
duly made from one person to anoilici Itansfeis .ilso llie right lo claim 
the goods. 

As a rule, a bill of lading is made out in a set of tbrer copies 
each bearing a sixpenny impressed stamp, with a fourth copy 
unstamped. The unstamped copy is retained by the owners 
of the ship. One of the stamped copies is posted lo the 
addressee of the goods, or to his agent in the port where they 
are to be put ashore. In case this first copy goes astray, a 
second is sent by a later mail. Without surrender of one of 
the set, the shipping company will not deliver up the goods. 
The bill of lading shows what the freight comes to, and whether 
it has been paid by the exporter or is to be collected from 
his consignee. In the latter case, no charge would be made 
for freight on the exporter’s invoice. Different shipping 
companies use bills of lading in somewhat different forms; 
a specimen will be fomid in Chapter XXV. Forms are 
supplied tlirough stationers so that exporters may fill llicm in 
themselves, after which they present them at the steamship 
office for signature and return. 

6. Marine Insurance, This charge on the invoice rcpre.senls 
a sum paid to a company or other body of persons for under- 
taking to indemnify the shipper against such risks of the sea 



EXPORT TRADE 


149 


as are outside the shipowner’s liability according to the bill 
of lading. The shipowner's liability is very limited, as we 
shall learn by and by. For the payment named, the under- 
writers or insurers agree to compensate the insured for any 
loss, or some part of any loss, that he would have to bear 
himself if it occurred without insurance having been effected. 
The terms of the agreement are put in a policy of insurance 
issued to the shipper, and on this his claim is based when 
he has occasion to malie one. 

Marine insurance will be the subject of a later chapter; 
but a few points had better be mentioned here. The parties 
interested in the safety of a ship are; (1) the owner of the ship; 
(2) the charterer or hirer of the ship when the owner happens 
to have let her out on hire; (3) the owner or the different owners 
of the cargo. Now, the captain of a ship in dfficulties will 
sometimes deliberately incur the loss of a part of his ship, 
or of a part of the cargo, with the object of lightening the 
vessel or otherwise securing the safety of what is left. When 
that is done, the loss incurred will not fall entirely on the 
persons whose property the captain has abandoned. By 
maritime law, such a loss must be borne by all the parties 
interested in the ship and cargo as a whole; and borne by each 
party in proportion to the value of his interest. He, however, 
usually insures before the ship sails against loss of this kind; 
that is, for a small pa3nnent he passes his liability on to the 
insurers, and when a loss does occur, he claims the amount 
from them. The contribution of all parties interested in 
the ship and cargo towards such a loss is known as general 
average. Exan^ples of general average loss are: (1) the cutting 
away of masts or spars, or the casting away of ship's tackle; 
(2) the jettison or throwing overboard of some part of the cargo. 

A loss that comes about by accident, one that is not incurred 
intentionally and with the view of general safety, is to be 
borne by the party whose property suffers. But, as before, he 
commonly insures himself against this risk too, and claims 
for it under his insurance policy when a loss takes place. 
Such unintentional loss may be either a total or a partial loss 
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of the property of the party concerned. Tlie former is called 
total loss-, the latter particular average. Examples of this class 
of losses are: (1) the carrying away of masts or of gear by the 
storm; (2j damage to cargo by water getting into the hold 
of the ship. 

Where goods are securely packed, as textiles in tin-lined 
cases, or where, like rough steel forgings, the goods are little 
subject to damage, the insurance rate will be lower because 
of the decrease in the risk. The insured may, however, 
take out his policy F.P.A., or free of particular average. 
That means a further reduction in the premium he is asked 
to pay for the insurance; but it also means that if a particular 
average loss occurs he cannot recover the loss from anyone. 
In .other circumstances he would insure A.A.R., against all 
risks; W.A. or W.P.A., with particular average, is the same 
thing. G/A in this connection stands for general average; 
F.G.A. for foreign general average; T.L.O. for toliil loss only; 
and F. A. A. for free of all average. Extra premiums are charged 
for war risks. Insurance is usually effected for such a sum 
as will cover the price of the goods, with the addition of all 
charges that have been or will be incurred up to clearing the 
goods at the port of entry, and of the profit that the buyer 
expects to realize on their sale. 

Every policy of sea insurance must be stamped in accordance 
with the following rules — 

1. Where the premium does not exceed 2s. 6d. per ccnl., the stamp 
is one penny for any amount. In other cases: 

2. For or upon any voyage, where the sum insured docs not exceed 
;£250, 3d.; for each additional jJ250. or part thereof, up to ,£1,01)0, an 
extra 3d.; afterwards, for every ,£500 and any fractional part of ,£500, 
an additional 6d. 

3. For " Time ” policies, not exceeding six moutli.s, an amount 
equal to three times the amount which would be payable if the insurance 
were made upon a voyage; exceeding six months but not e.xcoeding 
twelve months, six times the amount which would be payable if the 
insurance were made upon a voyage. 

7. Despatching Goods to Ship. If a consignment is to catch 
a certain sailing, the shipper must make his arrangements so 
that the goods will be ready and the packages despatched in 
good time for the boat. As soon as he can tell exactly or 
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approximately how many and of what sizes the cases will be, 
he should communicate this information and the destination 
of the goods to the steamship company or its agents, and reserve 
the necessary space in the vessel. Next, he will have the 
railway company or other carriers or carters to apprise, and 
lie will have to see that they collect the packages at the proper 
day and hour ; for, should the day of closing for cargo be 
near at hand, he must make sure that the goods leave by a 
train early enough to prevent their being shut out. 

After despatch, the dock authority must be advised of the 
coming of the goods. This is done by what is usually called 
a Shipping Note — a specimen of which appears on page 152. 
Application must also be made in the proper quarter for the 
policy of insurance. The bills of lading must be procured 
from the steamship office and the freight note paid. If the 
exporter has filled in the bills of lading himself he has to send 
them to the shipping company to be signed and returned to 
him completed. In the meantime the invoice and copies will 
be prepared; and when all the documents are ready they will 
be mailed to the consignee. As an alternative they may be 
attached to a draft for the value of the goods and handed to 
a bank with instructions for collection of the money, or with 
a request for an advance on the consignment. The part that 
banks take in the financial arrangements of exporters was 
illustrated in Chapter XL 

A Mate’s Receipt is a written acknowledgment by an 
officer on board the ship of goods loaded on the vessel from a 
lighter in the river instead of from the dock side. The docu- 
ment is required to be given up to the shipowners or their 
managers n exchange for the bills of lading. A bill of lading 
or a mate's receipt is said to be.“ foul ” or “ claused " when it 
contains any note about the packages being short of the num- 
ber specified, or about their coming to hand in a damaged 
condition; otherwise it is called “ clean.” A clean bill of lading 
may be procured for goods received in doubtful condition on 
the exporters’ giving to the shipping office an indemnity in 
respect of the damage, if there should be any. 
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Within six days of the final clearance of the ship a Speci- 
fication of Goods Exported must be ma&e by the exporter or 
his agent on the form prescribed, and must be delivered to 
the proper officer of customs in the port of shipment. 

8. At Port of Destination. On arrival of the goods at the 
port of destination they will have to be cleared through the 
customs office there, and the customs duty to which they are 
subject will have to be paid before the goods will be released. 
It is usual, on outward consignments, for the steamship com- 
pany to require the freight charges to be paid in this country 
at the time of shipment. But on arrival at the foreign port, 
dock dues and landing charges will be payable, also warehous- 
ing charges, if the goods are not taken away at once, and 
insurance against fire for the time they lie warehoused at 
the docks. If the packages are to be sent inland to their 
destination, railway or other transport charges will have to 
be met as well. To attend to these and similar matters on 
the purchaser’s behalf, a clearing and forwarding agent is 
commonly employed in the distant port. The bills of lading 
may then be made out in the agent’s name, and may be 
mailed direct to him by the exporter here, instead of being 
addressed to the purchaser of the goods at their ultimate 
destination. 



CHAPTER XIV 

EXPORT TRADE — COlUinUttcl 

9. Exporter as Merchant or as Manufacturer. We have 
referred to the shipper as an agent of the buyer abroa'd. 
Reference has been made to him also as a seller on his own 
account. In the latter case he probably specializes in a par- 
ticular market, as India or China, Russia or the Levant, 
West Coast of Africa or South America. Probably the 
shipper is an importer of goods grown or produced in the 
market with which he trades, as well as an e.\portcr of British 
goods to his customers there. If that is so, the proceeds he 
receives on the sale of imports will go to ])ay liim for his 
exports, and he will make profit or commission on both. 
Some British merchants keep cstablislnnents abroad, and 
some foreign merchants have branches here. Before business 
relations are entered into with a ne,w cuslomer, satisfactory 
reports about Iris character and standing would be required 
from banks or from other traders who know him, 

Often enough manufacturers in this country export to 
customers in other lands without the intermediary of either 
agent or merchant on this side. Materials for engineering 
work abroad are sent out in this way, and many more homely 
articles of consumption are packed and shipped by the 
makers themselves. As an example we give an invoice for 
boots made in Leicester and sent direct to a Cape Town 
purchaser. {See next page.) 

The words “ Bought of " at the head of this invoice would, 
of course, be quite suitable in the circumstances indicated 
in this transaction. The order for the boots may have been 
sent home from Cape Town by the manufacturers’ own 
traveller or selling agent in the colony; or it may have come 
from catalogue and samples submitted through the post. 
Or, again, the colonial importer or his buyer may have been 
over here and may himself have left the order at ^tho 
manufacturers’ works or warehouse. 
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Specimen No. 2., 

Export Invoice. 

Belvedere Works, 


Leicester. 21st Sep., 19... 


Bought of WRIGHT & JENKINS, Limited, 
Boot Manufacturers. 


Cape Town 
1/2 
3/4 


Order 17/241, 1017119... 
Shipped pel S.S. " Chepstow Castle ' 
from London- - 

2 cases, each 200 pairs Men's Leatherl 
Boots = 400 pairs @ 13s. 3d. . ' 

2 cases, each 200 pairs Ladies’ 
Leather Boots = 400 pairs @ 
10s. 9d 


Cases — 2 @ 10s. 2 @ 8s. 9d. . 
Railway and Shipping charges 
Freight, 65' 4" @ SSs. B/L, 2s. 6d. 
M:arinelnsuranceon;£550 @7& 6d. % 
and Stamp ... 


£ 


265 


215 

- 

1 

17 

7 

16 

1 

2 



The course that goods take from manufacturer to foreign 
user may be represented as below, provided the reader bears 
in mind that in any particular instance some one or more of 
the intermediate parties may be eliminated— 


1. Manufacturer ] 

2. Exporter (mercliant or agent) v at home 

3. Packing and forwarding agent ) 

4. Steamship company 

I 5. Clearing and forwarding agent 

6. Importer (merchant or agent) 
Abroad 7. Wholesale dealer 

8. Retail dealer 

9. Individual consumer 
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10. The Order or Indent. Orders received from foreign parts 
are usually called indents. As a rule they set out with con- 
siderable exactness the particulars of the goods required. 
They coqfain instructions about packing, marks and numbers; 
about sample patterns; about port and line and time of ship- 
ment, the charging of freight, and the terms of payment. 
They may state for how much above the invoice total the 
goods are to be insured; and whether the shipper has to pay 
the insurance himself and charge it on the invoice, or to declare 
the value of the shipment to the foreign importer’s own 
insurance brokers in this country. Orders from abroad are 
necessarily more explicit than many of those that pass in 
inland trade. To have to mite back for enlightenment on 
some obscure point causes delay of only a day or two here. 
With foreign orders it would be fatal to the conducting of 
profitable business; or the omission would mean recourse to 
costly telegrams. 

An indent received by an English morel i ant may comprise 
quite a variety of goods — cloth and paper, shirts and shovels, 
hosiery and jam; biscuits, books and soap; crockery, hats, 
and so on. The merchant here, in such a ('ase, re-orders each 
lot from the maker or supplier named in the indent; or, where 
none is named, from a manufacturer or merchant of his own 
selection. If the order is a small one, he will probably require 
it to be sent to his own address for enclosure with such of 
the other goods as he is packing himself. Should the order 
be large enough for the goods to be packed by themselves, 
he will give instructions about the marks for the package, 
and will have it sent direct to the ship's dock .or to a railway 
station to await his order for delivery. 

Colonial and other buyers, giving their orders direct to manu- 
facturers in this country, may require the goods and the 
invoices from various sources all to be sent to a firm of packing 
and shipping agents in the port of shipment. The shipping 
agents pay the charges for carriage and shipment. They 
summarize the several invoices received for the same egn- 
siipee, add to the summary the charges paid out by themselves. 
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The Tropical Lakes Corporation, Limited. 

101 St. Vincent St„ 

Order No. 1172 -v Glasgow. Slh May, 19... 

This reference to be quoted I To • 

»■» co'rrespoitdence and | Messrs Broadbent, Burgess & Co,, 
Invoices. ) Manchester. 

Please supply the undermenttoned goods for export as instructed 
on the back hereof, and in your acknowledgment slate when delivery can 
be given. 


Marks and Nos. 

JAM 



Five (5) pieces 31/32'’ x 24 yards Victoria 
Reversible Zeph3n-s, Book No. 450 @ SJd. 
the yard— one piece each of five cuttings 
attached. 

Three (3) pieces eacli 27' x 24 yards Hermosa 
Mercerized Union Linen, Book No. R419 
@ Is. O^d, the yard— one piece to each of 
three cuttings attached. 

Delivery; Ex stock to — 

XiiE Merchants' Packing Co., 
Princess St., 
Manchester. 


For The Tropical Lakes Corporation, 1,id., 
J. A. Stevenson, 

Secretary. 


Packing 

Shipping Instr 


Terms 


(P.T.O.) 
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Order — Troeical Lakes Corporation-, T.td., wnliiinnl. 


Pac/iW^^ All goods must be carefully ]ia( keil for exi'oi 1 and African 
inland transport, and trusses and bales liglnly inessed to niininu/e 
freight charges. 

Truss wrappers to be of appnned mateii.il, (oiisisinig of (1) stout 
paper; (2) canvas; (3) black taipaiilin, and (-1) a siroiig canvas outer 
cover carefully sewn to lender the package as waterpioof as po.ssilile. 

Mark and number in full and gross weight must be niarkctl legibly 
on top of each truss, and on one end; shipping nuniber aiul indication 
of gontents to appear, b'or ceituin marks, every litiss must have a 
contents label, which we shall supply, inserted .it the end of the truss 
wrappings. All painted markings must be done with indelible ink. 

lip to four trusses of .same dimensions, for .-iny one m.irlc, may be 
hooped together to form a shipping bnle, the mark and Ihe number 
of the upper truss only being cxpo.sed, 

Trusses lor difterent marks must not be hooped togotlier. 

The gross weight of each truss must be regulated to, but sbonld not 
exceed, a porter’s maximum load — say .S8 to HO pounds. 

When applying for shipping numbers, siipplicis .ne ie<iiiested to 
specify the not and cstimateil gioss weights ot gimds 

Juvoiccs made out in quadruplicate for each .sep.iritte tuaik, should 
be posted on the same day as Iho goods leave tlie tuickets, :ind must 
show distinctly the Older Number, tlio gross and net weights, outside 
measurements, contents of each packago, mark, sliqipiug numbers, 
terms oi dcUvery, and country of origin. One statement showing due 
date, with all export and prompt discounts ilediicled, to accompany 
invoice. 

Mahing-up. Piece goods arc required in yard folds and then folded 
in three. Cloths, garments, etc., should ho arranged to fotm long- 
shaped packages where practicable. Lengths to he stamped on piece 
goods, and all other stamping or ticketing to be submitted for inspection, 
Reference Patterns. A full quality pattern, foUlccl 12" x 8", with 
designs attached, for office reference; and for each mark, one reduced 
set suitable for posting, measuring 8" x 4". to accompany invoice. 
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the insurance and their commission. TJiey then fasten the 
invoices together, summary on the top, and mail them, along 
with bill of lading and insurance policy, to the buyer or to 
his clearing agent in the port of destination. Soigaetimes, 
again, a supplier of goods for export gets instructions to take 
in* and enclose with his goods a pared ordered direct by his 
customer from some other person. The document shown 
on pages 157 and 158 is submitted as an example of an 
export order. 

II. Export Prices. The terms bdow refer to the prices at 
which goods are sold — ^they show what charges, if any, over 
and above the cost of the goods are included in each price. 


1. Loco Manchester describes the price of the goods unpacked at 
the warehouse or works in Manchester from which the goods are 
purchased, 

2. F.O.R., or free on rails, Manchester, means that the price includes 
the cost of the goods together with the cost of packing, carting, and 
loading into the railway truck at the station or siding in Manchester. 

3. F.O.B., or free on board, Liverpool, means that cost ol goods, 
packing, cartage to station, railway carriage, dock duos, and all charges 
necessary to put the goods on board the vessel at Liverpool, are covered 
by the price of sale. 

4. F.A ,S,, free alongside ship, does not include any charge for placing 
the goods on the ship, but it includes the charges for taking them along- 
side by barge or lighter when the ship is out of dock and moored in 
mid-stream. On the Thames, goods are regularly loaded in this way 
from barges, and as tlie docks are not used, no dock dues are incurred; 
but the lighterman has, of course, to be paid. 

5. C. &■ F. signifies cost and freight. This price is the equivalent 
of F.O.B. plus the freight charge. It includes co^ of goods and packing, 
cartage and carriage, dock and loading charges, and the shipowner’s 
charge lor carrying the goods from port ol departure to port of destina- 
tion. It does not cover tlie dock dues and customs duties at the latter 
place, nor the marine insurance. 

6. C.l.F. or C F.I , the former being colloquially pronounced siff, 
stands for cost, insurance and freight. It is the C. & F. price with 
marine insurance added. C.I.F. M^lta, means that the price charged 
by the seller takes the goods free up to entering port at Malta, and 
insures them during the voyage. 

7. Franco Barcelona would mean that for the price quoted, the goods 
were to be paid through the port of Barcelona, and probably delivered 
free in that city. Franco domicile is free delivered to the consignee's 
place of business, whether that is in a seaport or in an inland town, 
This price includes the port dues, customs dutie.s, and carnage that 
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are payable in the country to A^hicll the goods are ilestinod, /•’lanco 
invoices are made ouf in the currency (coinage) of ilie iiv.iiorling 
country. 

12 . Calculation of Prices. On turning back to our two speci- 
mens of*^export invoice, the reader will notice in both that 
packing, carriage, dock dues, freight, and insuranct', are all 
charged in addition to the cost of the goods themselves. 
In these invoices, therefore, the prices shown for the goods are 
hco prices. The reader will notice also that, in the invoice 
to Roger Wood & Wilson, of Rangoon, i'll 8s. 6d. the 
total of the charges, comes to almost exactly 5 on £459 7s. 6d., 
the loco value of the merchandise. To find the C.I.F. price 
per yard, then, we add 5% or .^'.^th to the invoice price of 
the yard— 

pence -1- a^ith of itself = y N 2,1 = penre; 
which approxim.atcty — '/!{' = fi pence. 

So, if the sale had been made on C.I.F. terms, instead of 
loco terms plus agents’ commission and all charges, the 
invoice would have read thus — 

18,000 yards Madapollam @ (blid. the yiiril =- ^,482 His. .'id. 

and no charges would have been shown. 

Coming next to the invoice for boots to Green & Whitehead, 
Cape Town, the reader will find that the F.O.B. charges are 
£2 14s. 5d. for 800 pairs. This would make the F.O.B. 
price for the single pair fg^ths of a penny more than the loco 
price — shall we say in round pence, 13s. 4d., the gentleman's 
pair, and 10s. lOd. the lady’s ? Only freight and insurance 
would then be added to the invoice. The C. & F. charges of 
£9 15s. 9d. would increase the price of each pair by about 3d., 
and would leave only the insurance charges to be invoiced 
in addition, if they were paid by Wright & Jenkins, Ltd. 
Lastly, to include the C.I.F. or total charges of £1 1 17s. 9d. 
in the price of the goods an increase would be needed 
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gentleman’s and 3 ^d. on the lady’s. At C.I.F. prices the 
invoice would be made out thus — ■ 

Specimen No. 3. 

C.I F. Invoice. 

Bei.vedeke Works, 

Leicester. 21si Sep., ID... 

Messrs. Green & Wiiitehe.vii, 

C.M'E Town. 

Bought of WRIGHT & JENKINS, Limited. 


/V 

Order 17/241. lOlli July. 10... 

1 

s. 


Cape Toti.n 

llinidoiv— ^ 




1/2 

2 casiis, each 200 pairs Gents’ Leather Bools 




= 400 pairs @ 133. 7d 

2 oases, each 200 pairs Ladies’Leather Boots 

1 271 

13 

4 

3/4 

= 400 pains @ 11s. Oid 

i 

16 

8 


7 i. & o.n. 

1 492 

10 




1 


13. Moneys, Weights, and Measures. Goods sold on C.I.F,, 
or on franco terms, are usually invoiced in the coinage, and 
in the weights or measures, of the importing country. Tins 
is a convenience to the foreign customer. Willingness on 
our part to sell on the terms named, and in the moneys of 
the other countries concerned, is an inducement to foreigners 
to trade with us — an inducement that the British exporter 
is often blamed for not offering more freely than he does. 
We find it irksome to convert our weights and measures 
and money into the foreign units; but the merchant who 
takes pains to please, whether he be American or German, 
Japanese or British, has gone a long way towards deserving 
the order and towards getting it. Besides, tables can be 
bought or compiled that wUl save most of the trouble in 
calculation. The money units of other countries will be named 
when we come to Foreign Exchange. As regards weights and 
11— ( 1737 ) 
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measures, the mclric^or hrenrh s_\'.teni lias a very wide \'o.i!uc 
in Europe and iu oilier jiarts; so \m- j:uve here throe of ihe 
chief metric units and their English equivalents-- 
The Mope -- .ippui'c :W-.17 iiulies. i>i .ilnnit I y.inl;, 

,, Kilogram -- .. lt>'> j itie " <lonii l.ilu " iiciiig aboiii 

,, I.ilre - or I ; iMiits 

These, like the franc and tlie dollar, are .subdivided oi 
multiplied into lower or higher units on the decimal principle. 
The names ot the subdivisions of the metre arc, decimetre 
(OT), centimetre (O-OI), and millimetre (O-OOl). The kilo- 
metre (1,000 metres) is the multiple in commonest use. In 
naming parts and multiples ol the gramme and the litre, the 
same prefixes are employed. 

14 . Consular Invoices and Certificates of Origin. The 
preceding South African invoice must lie Liccompauied by a 
certificate of value and urij’in in form like tin- following — 


of .siijuilicrs of til* 

goods enumerated in this invoice ainounliiig to 

hereby doclaro that I have the authority to matte anti sign I his cerlilicate 
on behalf of the aforesaid suppliers and tliat T tiavo tlie means ot know- 
ing and do hereby certify as follows— 


Value 

1. That tliis invoice is in all respects correct amt contains a true 
and full statement of the price actually paid or to be paid for the said 
goods, and the actual quantity thereof. 

2. That no different invoice of the goods mentioned in the said 
invoice has been or will be furnished to anyone ; and that no arrange- 
ment or understanding affecting the purcha.se price of the said good.s 
has been or will be made or entered into between tlic said exporter and 
purchaser, or by anyone on behalf of oitlier of tlicin cither by way of 
discount, rebate, compensation, or in any manner whatever other th.m 
as fully shown on this invoice, 

3. That the domestic values shown in the column lii'ailed " Current 
Domestic Values " are those at whicli the above mentioned firm or 
company would be prepared to supply to any piiivlm.ser for home 
consumption in the country of exportation anti at the. date of exporta- 
tion identically similar goods in the iLsuiil wholesale qnantilie.s, at 

subject to per cent c.asli discount and 

that such values include the cost of oul.sido piickages, if tmy, in which 
the goods are sold in such country for domc.sLic consumptitm. 

4. That the said domestic value includes any duly leviable in respect 
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of the goods before they are delivered for home consumption, and that 
on exportation no drawback or remission of duty will be allowed by 
the revenue authorities in the country of exportation. 

Origin 

5. That every article mentioned in the said invoice has bficn wholly 

Ijroducud or manufactured in 

•Dated at London this day of 19 — 

Witness Signature 


Form of Consular Invoice for U.S.A. 

[outside — front) 

PURCHASED BY IMFOBTEB. OUSTOM-HOirSE INDOBSEIIlENir.* 

Invoice No {oEiJsJSSpUcate 

Certified 19 

Vessel 

Arrwed 


Kind of Entry. 


Triplicate" .. 
speotively— ^ 


AMERICAN CONSULAR SERVICE 

AT 

LONDON, ENGLAND. Marks, Quantity, and Contents: 

Date 19 

Seller 


Name of vessel or railroad. 


Port of Shipment, LONDON. 

Port of arrival 

Port of entry 

Amount of Invoice 

Kind of goods 


* Consular officers will leave all of 
above indorsement blank. It is to be 
filled in only at the custom house at 
the port of entry. 
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Form of Consular Invoick i-or H.S.A. 
Ifiulsidc—hack). 


aONSDIiAR CERTIFIGATG 


icreby ca tily that thi- 1 
d 111 Iho indoisi-mciit 
i day prolhircil to me 
[ the annexed Ueclnr.it i 
iirtlicr certify that 1 an 

ion hereto aiiiiexed is i 
rcpcesenu buuself n* i 
3 priot«i given in tiie 


d lu titc bSuA iiivr 
1 nioikcl* of th 
line of cxportatiim 

Ktir^ wtiieli I s 
■ommunication to 



wheie,.m<l (he peiMHi from wliom the 
Itostthwits puiclwised, and the aetual 
I Mime er^K'lipiii e actnallv paxioi to be 
I (Mid therefi^i, .iiid all ch.ii gi i» thererm; 


tliat a fee of 6 United States gold, 
equal to ^ has been paid by 
affixi^g^iamps to tfic duplicate copy ^ 


I I further Ouctare tliat it is intended to 
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A certificate of origin and value is rcqj.ured also for other 
parts of Africa, for Canada, Australia, and New Zealand. It 
is commonly printed on the back of the invoice form, and is 
completed by the shipper before the invoice is despatched. 
In the colonies and in several foreign countries, merchandise 
of* British origin or manufacture is allowed to pass in on the 
lowest customs rates. 

South American and other countries require special Con- 
sular Invoices to be made out, usually in the language of the 
importing country, on special forms to be certified by the foreign 
country’s Consul in the place of export, and on payment, 
of course, of the appointed fee. The United States also re- 
quires a consular invoice. On the inside of this is the ordinary 
export invoice form. On the outside, at the front, are the 
forms shown on page 163; and at the back the Consul’s cer- 
tificate and the seller’s declaration shown on page 164. One 
copy at least of the set is returned to the shipper so that he 
may post it to the buyer of the goods; and another is sent 
by the Consul to the customs office at the port of entry 
in the States. Invoices certified by their Consuls are 
required by these countries for the compilation of imports 
statistics. The declarations demanded arc to ensure the truth 
of the invoices, and to prevent fraud on the customs offices of 
the countries and on the persons importing the goods. Any 
error made on such an invoice in the classification of the goods 
according to the foreign tariff, or any discrepancy between the 
particulars on the invoice and the goods themselves, will lead 
to the infliction of a fine, and to delay in the releasing of the 
goods by the customs authorities abroad. "When the exporter 
needs assistance, he should apply to the foreign Consuls here. 
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I'ORIilGN TKI.Uf; HAMS 

I. International Rules. By Iho roguliitious of the Inter- 
national Telegraph Convention, foreign and colonial telegrams 
may be written in three different ways. These are — 

(1) Plain Language, that is, in words, figures, or letters 
used in their regular meanings, the telegrams being written 
in any of the principal European languages and in the ordinary 
Roman characters we use in writing English. 

(2) Code Language, where the telegrams are composed of 
pronounceable groups of letters that are not real words, or of 
real words used in other than tlicir ordinary .significations, 
and therefore not making plain or conneeled sense. 

(3) Cipher, wliich consists of groups of figures or of tetters 
having a secret meaning, or not fulfilling the conditions of 
plain language or code. Letters and figures cannot bo combined 
in one group. 

In counting the words, fifteen letters fire allowed in any 
single word when plain language is used, and any excess 
beyond that number is charged for extra. Code language 
requires that no word or letter-group shall exceed ten letters 
in length, and plain language inserted in a code telegram is 
charged for at the same rate as the code. For cipher tele- 
grams, five figures or five letters are counted as one word, 
in all three kinds every isolated letter or figure is taken as a 
separate word, and figures or other symbols, or both combined, 
used to express numbers or marks count five to the word. 
Thus N23/32 and 147'25 each contain six symbols and would 
each be charged as two words. But in midrosscs, the name 
of the office of destination counts as one word only, though 
it may consist of more than one word or may contain more 
than fifteen letters. And, if the county, province, state or 
district must be added to distinguish the office from another 
of the same name, the whole designation is charged for as if 
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it were a single word. Irregular or abbreviated spellings are 
inadmissible ; but a few abbreviated instructions, to be written 
in front of the address, are authorized. For example, RP 
(reponse payde) may be used for " reply paid,” and TR 
(tdlegraphe rcstant) signifies " to be called for at office of 
efestination.” Each authorized abbreviation is chargeable 
as one word. Wlren sending to a country where English is 
not spoken, it is undesirable to write cjo for “ care of ” ; the 
French word chez may be used instead. 

2. Telegraph Routes. The Postmaster-General has a 
monopoly of public telegraphs in Great Britain. To other 
countries telegraphic communication is effected by state- 
owned or by company-owned services — ^in some cases by 
” wireless," in others by cable. For telegrams outside the 
European system the Postal Guide names the following 
routes — 


2 . 

a. 

4 . 

5 . 


Via Commercial . 
,, Western Union 
„ P.Q. . 

,, Marconi 
„ Imperial 
,, Spanish 
,, Talisman 
,, Eastern 
„ Indo 
,, Northern 


, France . 

, Radio France 


. Commercial Cable Co. 

. Western Union Telegraph Co. 

. French Telegraph Co. 

. Marconi Wireless Telegraph Co. 

. Government Imperial C 
. Direct Sp ' ‘ ' 

. France-Tc 

. Eastern Telegraph Co. 

. Indo-European Telegraph Co. 

. Great Northern Telegraph Co. 

. Government Wireless Oxford-Cairo 
. Anglo-French Cables and France. 

. Anglo-French Cables and French 
Wireless. 


mment Imperial Cable, 
t Spanish Telegraph Co. 
«-Tenerifie — Noronha-Braail. 


The first five routes are to North America, the Marconi 
service working by tvireless, the others by cable. At their 
western ends these routes have connections to South America ; 
but a direct line also runs via Lisbon to Pernambuco in Brazil. 
South America has further connections with Europe via 
Tcneriffe. To the East, starting from London, the Eastern 
Telegraph Co. runs by way of the Mediterranean, the Red Sea, 
Aden, India, and Singapore, to China and Japan, and to 
Australia and New Zealand. The Indo-European route 
through Odessa and the Persian Gulf also serves India, the 
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Far East, and Australasia. From Scotland, through Copcn- 
haggcn, the Great Northern route runs to Russia, Siberia, China, 
and Japan. South Africa is reached via the Eastern Atlantic 
and the West Coast of Africa ; also via the East African coast 
from the Eastern Co.’s station at Aden. 

The Imperial Cable of the British Government ojiorateS 
between the Central Telegraph Office, London, and Halifax, 
Nova Scotia. At Halifax it connects (1) with the Canadian 
Pacific Railway Company’s telegraphs to all parts of Canada, 
(2) with Bermuda, Jamaica, and the Government’s cable and 
wireless systems in the West Indies, (3) with a direct line to 
Bamfield, near Vancouver, and the state-owned Pacific Cable 
of Canada, Australia, and New Zealand. Between the Imperal 
Wireless Stations near Oxford and near Cairo telegrams are 
transmitted to or from Egypt, Abyssinia, East Africa, Iraq, 
Palestine, and S3n-ia. Messages wirelessed to Egypt can be 
handed on at Cairo to the Eastern Company’s cable for places 
farther East. The Post Office has, also, wireless services to 
the European Continent, and services of radiotclegrams to be 
tran.sniitted from coast stations at home and abroad Lo ships 
that are on the sea. Services by wireless are usually a little 
cheaper than those by cable. 

The Post Office accepts foreign telegrams for transmission 
by the various companies. The messages must be written on 
the special foreign telegraph forms of the Post Office, or on 
the companies’ forms. Telegrams may, of course, be handed 
to the companies themselves in places where they have offices, 
in London and the more important provincial centres. 

3- Rates for Foreign Telegrams. The services are divided 
into (1) the European system; (2) the Extra-European system. 
Included in the first, besides Europe, are Russia in Asia, 
Turkey in Asia, French possessions in North and West Africa, 
the Canary Islands and the Azores. Reduced rates are 
granted for press telegrams For commercial and private 
messages, also, there is in operation on the E.xtra-European 
routes, a system of deferred rates by which telegrams are 
accepted, as a rule, at half the ordinary rates. The deferred 
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rate is conditional on the telegrams beyig delayed, so that 
preference can be given to fully-paid traffic. 

Telegrams at deferred rates must bear in front of the address 
the chargeable indication LCO, LCF, or LCD, accc^-ding to 
whether they arc written respectively in the language of the 
cotintry of origin, in French, or in the language of the country 
of destination. Facilities arc offered, too, for Night Letter 
(TLT), Day Letter (DLT), and Week-end Letter (TWT) 
Telegrams to British Overseas Dominions and the United 
States at lower rates still. These letter telegrams must also 


Specimen European Rates. — Per Word. 

France, Belgium, Switrorland, Italy, Spain, Holland, Denmark, d. 

Norway, and Sweden . . . . . . ■ 

Germany, Portugal, Gibraltar, and Algiers . . . .3 

Austria. Poland, Czecho-Slovakia, and Yugo-Slavia . . 3i 

Hungary, Bulgaria, Roumania, and Tangier ... .4 

Greece and Canary Islands, 4id., Russia, SJd., Turkey . .6 

The minimum charge lor a telegram is lOd, 


Specimen Extra-European Rates. 



Ordi- 

nary 

De- 

ferred 

Letter 

Telegrams 


per 

s. d. 

WOKl 
s. d. 

class 

Twunty 

Words 

.1. d 

E,ich 

Word 

s. d. 

Egypt (Alexandria, etc.) . 

1 0 

6 




India and Burma 

1 8 

10 

DLT 

8 4 

0 5 

Malay Peninsula 

2 10 

1 5 

DLT 

14 2 

0 84 


3 0 

1 6 




Australia 

3 0 

1 6 

DLT 

TWT 

15 0 
12 6 

0 9 

0 74 

N ew Zealand and N orfolk Is. 

2 8 

1 4 

DLT ,13 4 
TWT ;ll 8 

0 8 

0 7 

Union of South Africa 

2 0 

1 0 

DLT 

10 0 

0 6 

Bermuda, Jamaica . 

Argentine Republic, Chile, 

2 2 

1 1 

TWT 

11 8 

0 7 

Uruguay, etc. 

2 9 

1 44 




Brazil, Pernambuco Town 

1 7 

112-216 




Do., pther places 

2/4-5/- 

— 
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Specimen Extra-European Rates — (Co.nto.) 





Night and 
Week-end 


Ordinary 
per word 

Dcferreil 

perwoul 

Twenty 

Each ' 
extra 
word 


.s. d. 

s. d. 

s. d. 

d. 

CANADA— 





Alberta 

1 3 

n 

7 10 

5 

Manitoba . . ^ 

1 2 

7 

7 0 


Nova Scotia 

9 

4 

4 6 

3 

Yukon 

2 6 

1 3 



UNITED STATES - 





New York . 

9 


5 0 

3 

Now Orleans 

1 1 

6J 

6 8 

4 

California . 

1 4 

8 

8 4 

5 

Alaska 

2 5 

1 


" 


bear the indication (chargeable as one word) of the class to 
which each belongs. Night letter telegrams arc delivered 
nonnally on the following business day, day letter telegrams 
after forty-eight hours, and week-end letter telegrams on 
Mondays. 

A full list of rates and the full regulations will be found 
in the Post Ofhee Guide, to which the reader is referred. 

4. Code Messages. The deferred rates and the reduced 
rates for week-end messages have only recently been instituted, 
and some of the ordinary rates were, not many years ago, 
much higher than they are now. In these circumstances, a 
plain language telegram of average length to China or to Argen- 
tina was rather a costly means of communication. Merchants, 
however, developed the use of codes and were able to conduct 
business over the cables without paying anything like the 
normal charge. It is true that each word written in a code 
cablegram is paid for at the full rate in force; but the written 
words are used only as symbols out of which a very njuch 
longer message can be extracted. 
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The greater the distance to a counlrry and the longer the 
time taken to reach it by post, the greater is the need for a 
more rapid means of business intercourse. Yet it is to the most 
distant and least accessible lands that the telegraphic chai'ges 
^ire the highest. Code telegrams save a very large part of these 
charges; and the saving is effected by substituting one word, 
or one pronounceable group of letters or, perhaps, a group 
of figures, for each plirase, sentence, or even series of sen- 
tences that the message comprises in its plain language form. 
The A.B.C. (Fifth and Sixth Editions), Licber’s, and the 
Western Union are widely used general codes ; but there are 
many others including the Marconi International in several 
languages. The most ingenious codes are private compila- 
tions constructed specially to fit the particular requirements 
of a single business. The examples that follow are not taken 
from any actual code, but are given merely as illustrations 
of how the codes are devised. 

S. Example of a Simple Code. By consulting the table 
that follows, the reader will be able readily to " decode ” 
these two simple illustrations of code messages — 

(«) Outward cablegram; 

Refero landing nation affective 

(6) Anmver; 

• Reform Iiivorless 

It will be noticed in the table that phrases concerning 
attention are all translated in code-words beginning with A, 
the initial letter of attention; those about lett-er into words 
beginning with L; about Febrmry, November, and remittance 
into words with the initials, F, N, and R, respectively. In 
the full code vocabulary, both subjects and code- words would 
be arranged in alphabetical order, so as to be easily found on 
reference to the code book. The five-figure numbers placed 
against each code-word are given, as an alternative to the word, 
when cipher messages are required. Each figure group may 
be replaced by a group of letters by means of a secret key 
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Taw-c of Coue Words. 


(j;)41(i - is (arc) receiving careful altcntion 

03417 AJfcclmg will give pionijit atleiilion 

03418 Affection .= careful attention is necessary 
03149 Aftective ^ - immediate attention is reqiie.stecl 


15821 Favor Fell. 1. 

15822 Favorable — Feb. 2 

1582.3 Favoring — Feb. 3 

15824 Favorless Feb. 4 


16104 N.iliire = Mov. 10 

16105 Naturally = Nov. 11 

16106 Nativity = Nov. 12 

16107 N.ation = Nov. 13 


21425 Land = in (according to) our letter of 

21426 Landing = in (according to) your letter of 

21427 Landless =- in answer to your letter of 

21428 Landscape = please refer to our letter of 

32750 Rofero = send at once remittance promised 

3275 1 Itehno -= remit the proceed.*! by telegraph 

32752 Reflect ploa.se get to send remittance 

32753 Reform =-• remittance was iiostcd on 


previously agreed upon between sender and receiver oi the 
telegram. Assuming that the secret key is — 

12 3 4567890 

G O L O R N S T A R 

then, with telegraphic addresses added, the code messages 
above would appear in cipher, thus — 

(0) Orion Durban, 

loser Ogdon gngrs rldga — Nimrod 

(6) Nimrod Mandicstor, 

loscl getod . — Orion. 

At 2s. 6d. a word, the costs of these messages either in code 
or in cipher, would be: (a) 17s. 6d.; (6) 12s. 6d. The same 
messages in plain language could hardly be condensed more 
than in — 

(a) Orion Diirbi n — Send immediately remittance promised November 
thirteen — Nimrod. ^ 

(1) Nimrod Mam hester. — Remittance posted February four. — Orion. 
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The costs then would be; (a) 22s. 6d^ ; (6) 17s. 6d. ; at the 
ordinary rate, or 5s. each above the charge for code. And, 
as the saving takes place in the message and not in the address, 
it would be proportionately more the longer th^ telegram 
required. It is here that the usefulness of the deferred rates 
comes in. By sending the messages at deferred rate, incurring 
a delay of not more than twenty-four hours, the charges are 
halved, and (a) would cost, say, 11s. 3d., as against 17s. 6d. 
for code or cipher ; (6) say, 8s. 9d. as against 12s. 6d. Still, 
it would be impossible for many messages or parts of messages 
to be reduced in plain language as much as those above. 
For example, the question: "What is the earliest date that 
you can ship . . . ? ’’ could be expressed by one word in 

code. In plain language, the sense would not remain dear 
if condensed into fewer words than : " How soon can you ship " 
or “ Name earliest shipment date ” — ^four words at the least 
against one. 

6. Five-letter Codes. The A.B.C., Sixth Edition, is a five- 
letter code, that is, one in which each code word consists of 
only five letters. As ten letters are allowed to each word in 
a code telegram, two five-letter code words can be joined 
together to form one word as telegraphed. For example, the 
two ten-letter telegraphic words PEPHAYADMO and 
YAGAIPFASY arc each chargeable as one word only, though 
each is a combination of two code words. They are taken from 
the A.B.C., Sixth Edition, and their meanings are as follows — 

I’EPHA = Do not deliver the goods. 

YADMO = Before payment is made. 

YAGAI = Ifpayment not made. 

PFASY v= Sell the goods on best possible terms. 

It will be seen, therefore, that this method of using five- 
letter code words, and of joining them in twos, permits a 
telegram to be sent, as far as the body of the message goes, 
at half the rate of ten-letter code. A vast number of five- 
letter pronounceable groups is available, and these are much 
less liable to errors in transmission than are cipher telegrams 
in tinpronounceable letters or in figures. 
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Another five-leller code book in general use is Bentley’s, 
from the preface to v?hich tlic ilhistration below is taken— 


Price is loo high == ojavk 

Others oHering less = ncfpa 

» 7,',. pence — shizl 

Best price ribininable = ohwor 


The four phrases would be lelegra]-)hed and lie charged as 
only two wortls, viz. — 

Ojavknefpa shiztohwer 

Address of destination would, of course, be prefixed, and 
name of sender would usually be appended. 

7 . Figure Combinations and Single Word Messages. Our 
third example will illustrate how a private telegraph code 
may be constructed for a particular kind of business, so that 
the utmost meaning shall be packed into one transmitted 
word. Codes of this kind are compiled and sent out by English 
merchants to their foreign and colonial customers to be used 
by them in the ordering of cotton piece goods and similar 
merchandise. The principle of construction here is that the 
order to be telegraphed is expressed first of all in a group of 
ten figures, that — 

The pattern number tukc.s 4 ligures, the l.st lo 4lh of the group 
price per yard „ 2 „ ,, 5lh ,, 61h „ „ 

„ quantity, with 

lime ol sliipment „ 3 ,. ,, 7th ,, 9th 

A check figure „ 1 ., ,, lOtli ,, ,, 

But letters are much less likely than figures to suffer 
mutilation in transmission; and ten letters, if they can be 
pronounced together, may be sent for the same charge as five 
figures. The requisite ten figures, therefore; being selected 
and placed in proper sequence, are converted into a pro- 
nounceable group of the same number of letters. As the 
method of collating and converting the figures is always the 
same, and is pre-arranged between the merchant and his 
customers, no difiiculty arises about how messages received 
should be decoded. 

(1) Pattern Numbers. The first four of the group of den 
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figures being used for the pattern number of the cloth ordered 
this allows a range of 0000 to 9999 = 10,000 diffei ent pattern 
descriptions. Customers have the current patterns by them 
with the appropriate number affixed to each one. 

(2) Price Table. Two figures, the fifth and the sixth of the 
group, arc allotted to represent the price. Tt will be observed 


Table ov Pricks. 



that in our Price. Table, the same two figures are made to 
indicate any one of four different prices ; but, as the table 
shows, there is always a considerable difference between any 
two of the four. Further, the customer has by him the price 
that was given with each pattern, and, although that may not 
be the price actually ruling now, it is sufficiently near to prevent 
confusion. The two price figures give a range of 00 to 99 =100, 
which multiplied by 4 = 400 distinct prices available in the 
code. 
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(3) Quantity, with Shipment Date. Three figures, the 
seventh, eighth, and ninth of the group of ten, are used in 
the next table on the tabular principle of Section 6 above, 
to combine in one expression the quantity required and the 
month in which the goods are to be shipped. The range 
000 to 999 permits of 1,000 varieties in the customer’s require- 
ments under these heads. Each piece of cloth is understood 
to be of the length usual in the particular market to be supplied. 

Now suppose that a customer abroad wishes to telegraph 
in the month of May for 100 pieces of Pattern No. 1264 at 
8^d. the yard, shipment to be made some time during the 
following July. He would proceed to build up his group of 
ten code figures thus — 

Pattern mnnher . . 1264 

Price figures ... . . 33 

Quantity and shipnionl . . 606 

First nine ligurcs .... 1264 33 606 

The tenth and last figure he would find by adding the 
first nine together and setting down the units digit of their 
sum. The stun of the nine figures in this instance is 31; so 
the complete group would be 1264336061. The use of the 
tenth figure as a check will be explained presently. 

It remains for our customer to turn the ten figures into a 
pronounceable group of ten letters by means of a Conversion 
Table like that on page 178. In order that the resulting group 
of letters shall always be a pronounceable group, the ten 
figures reached at this stage should be taken two by two 
consecutively, beginning at the left; and a consonant should 
be substituted for the first figure of each pair, a vowel for the 
second. Tlie conversion table, therefore, is constructed 
so as to yield always a code-word composed throughout 
of alternate consonant and vowel. Converting his figure 
group, our imaginary correspondent will arrive at the code- 
word — 

R A G O S E H O C O 

The decoding by the recipient simply reverses the proce- 
dure that the sender followed. But let us assume that 
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in transmission the code-word has been ohangod to 
RUGOSEBOCO. Tfiis would give us the figures 92(34:i3()()6l , 
and the pattern number is now altered— so greatly altered 
in magnitude that the price indicated is probably not suitable 
to the higher number. Besides, as the first nine digits now 
add to 39, our check figure points out clearly that something 


Conversion Taule. 



is wrong. Should a revision of the decoding process fail to 
cast out the error, and should we be unable ourselves to 
discover similar pattern and price numbers that do corre- 
spond to each other, it would be necessary to apply to the 
cable company, or to the Post Office, for a repetition of the 
telegram. Subject to certain conditions, the cost of a tele- 
gram will be refunded if the telegram was rendered useless 
through inaccurate transmission. 



CHAPTER XVI 


IMPORTS AND THE MARKETING OF IMPORTED PRODUCE 

I. The Persons Engaged, As explained in Chapter XIV, 
goods are exported from this country by agents buying and 
shipping the goods for foreign principals, by merchants 
deling on their own account, and by manufacturers supplying 
their customers abroad without assistance from agents or 
merchants on this side. Similarly, imports are handled in 
this country by agents of the foreign exporters of the goods, 
by merchants buying and selling for themselves, and by 
manufacturers who have purchased abroad the raw materials 
they need for the turning out of the various products in which 
they specialize. In the import trade, more than in export, 
the agent or broker plays a prominent part. Especially in 
regard to produce as distinct from manufactured goods is 
this the case. Wool, raw cotton, timber, wheat, rice, tea, 
coffee, green and dried fruits all commonly pass through the 
hands, or at least under the control, of intermediate brokers 
or merchants or both before they reach the wholesale distri- 
butors here. The progress from producer to consumer may 
be summarized in the way wc did with exports, thus — 

1, Grower or producer I 

2. Produce collector I Abroad 

3. Export Merchant J 

1 4. Import merchant 

5. Wholesale distributor 

6. Retail distributor 

7. Individual consumer 

But this representation of the course of supply is incomplete, 
for it leaves out of view the parts taken by the banks, the 
shipowners, the insiurance ojBdces. the dock authorities, and 
the railways, in both countries. Also it leaves out of view 
the •auctioneers or auctioneer-brokers who form an integral 
part of the produce markets, and sell the goods as agents of 
179 
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the importing merchants. Because we live in a densely 
populated and a pre-eminently manufacturing country, 
our imports are comprised very largely of lood-stuffs and pro- 
duce of tlio kinds just named. And most of them come here 
unordered, being shipped from abroad to find a market in 
the port of London or of Liverpool, much in the same way as 
farmers in this country regularly have tlieir produce carted 
to their local markets and sold to the best buyers that happen 
to turn up. Let us look at a few of these commodities 
separately. 

a. Wool is grown in all continents. We have, of course, 
a' native growth, and abroad our main source of supply is 
Australia and New Zealand. South American wool has found 
its way mostly to French and Gennan centres through 
the port of Antwerp. South Africa is sending us wool on an 
increasing scale. Of the supply from the Antipodes, the 
larger part is sold each year in a rotation of auctions held in 
the seaport towns of Australia, Tasmania, and Now Zealand. 
The remainder is disposed of in England. There are wool sales 
in Liverpool; but the Wool Exchange in Coleman Street, 
London, is our greatest wool market, taking the Australasian 
imports and a miscellaneous assortment as well from many 
parts of the globe. Both the London and Australian sales 
are attended by buyers from this country, the European 
continent, and the United States. 

Bales of wool that arrive in the Port of London lie in the 
dock warehouses until claimed by the purchasers to whom 
they are knocked down at the periodic auctions. In the 
meantime, the importing merchants are in toych with brokers 
who are members of the Wool Exchange, and whose special 
business is the selling of imported wool in the London auctions. 
The latter procure samples from the bales, report upon the 
quality, classify the lots for sale, issue a descriptive catalogue, 
and arrange amongst themselves in what order the auctions 
shall proceed. The London Wool Sales take place about 
every two months, and last two or three weeks at a time. 
They begin at four in the afternoon, the intention being 
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that the buyers shall be free in the mprnings to inspect at 
the dock warehouses the lots to be offered each day. Prices 
vary considerably according to the quality of the clip. Brad- 
ford and the West Riding towns for worsted an^ woollen 
cloths, and Leicester for hosiery, are our two mosl important 
centres of woollen manufacture. 

3. Sale Procedure. Taking the routine of sale and delivery 
from the beginning, we may say that the first thing to happen 
would be the arrival in London of (1) an invoice from Australia 
together with a specification or list of bales shipped, showing 
bale numbers, weights, and descriptions. 


I, — Australian Invoice for Exported Wool. 

Invoice of 100 Bales Greasy Wool shipped by SS. " Orient " from 
Sydney to Messrs. G. W. Morrison & Co., at Jjondon, Jor sale on 
account of the undersigned. 



100 Bales Greasy Wool 

38.350 lbs. not @ 10^0.’ 

London 

1/100 

Freight payable in London; insurance 
effected here. 

Sydney. Wlh May, 19... 


Murdoch & Gibb. 

/i. &■ O.E. 



The invoice and specification would be accompanied by 
(2) a copy of the shipping company’s bill of lading. These 
documents would come by overland route from Brindisi or 
one of the other Mediterranean ports of call for homeward 
bound mail steamers from Australia, and would reach London 
before the ship and cargo. They would be received by the 
merchants to whom the Australian exporters had consigned 
the shipment, or by the London office of the Commonwealth 
bank, which had made an advance against the wool in 
Australia. They would, in the latter case, be accompanied 
also by (3) a draft for the amount advanced, and the 
* For current prices see the commercial columns of the daily Press. 
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II.— Port 9F London Landino Account, 
(Details of the ueights appear on the back of this form.) 

PORT OF LONDON AUTHORITY. 

Dock 

Department ‘ 


— LANDING ACCOUNT — 


entered by 

^on the 19 

Per the ship j 

Master L Rotn. No, 

From j 

Rent commences on 19 


Dock Nos. 

Quantity 

1 Total Landing Weight 


cwl. 

qr. 

ib. 




1 


Tare 

Net 


1 






1 










Clerk 




Examiner 
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merchants would probably be given possession of the bill of 
lading on their accepting the draft. When the ship had arrived 
and the bales were unloaded, the Port Authority (or the 
wharfinger, if the wool was unloaded at a wharf) would make 
(4) a Landing Account to show the numbers of the bales 
and the weight of each when landed. Damaged bales would 
be listed separately, and a Certificate of Damage given by 
the Dock Authority’s surveying officer. 

The wool would be warehoused to await the next auction 
sales. The freight being paid to the shipowning company, 
and the bill of lading surrendered, the consignees would be 
given (5) a Dock Warrant, a document that, like a bill of 
lading, is the title to the goods named in it, and that is trans- 
ferable by endorsement to the future purchaser of the wool. 
This document would have to be given up before possession 
of the merchandise could be obtained. The importers would 
see to the wool being covered by (6) a fire insurance policy, 
for the risk whilst the bales are lying in the warehouse is 
theirs until the ownership passes to a purchaser. As soon as 
a sale is effected the selling brokers send (7) a Sold Contract 
Note to the merchants on whose behalf the sale is made, 
and a Bought Note to the buyer. A little later the merchants 
will receive (8) the Brokers’ Account Sales. This will show 
the price obtained, the brokers’ commission, and their charges, 
and the day when pa 5 anent will be made. The brokers also 
send (9) an Invoice to the Buyer, again naming the date of 
payment, which in both cases falls in about a fortnight from 
the day of sale. Last of all, where the wool has been con- 
signed for sale on the Australian exporters’ account, (10) the 
Importers' Account Sales must be posted to their principals 
in Sydney. It is prepared by the consignees of the wool; 
it sets out the full value realized, shows deducted the consignees 
out-of-pocket expenses, their commission, and the amount 
of the draft accepted by them, if there was one, any balance 
on the right side being the amount still due. What some of 
the, documents would look like is shown by the actual and 
conjectural specimens interspersed on adjacent pages. 
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TV. — Brokers' Contract Note. 

CONTRACT. 

2.5 Coleman Street. 

London, E.C.2. 20ih July, 10 . . 

Me-ssrs. G. W. Morrison & Co.. 

26 Basingiialt, St., E.C.2. 

We hiivo sold on your nccount by public auction this clay, 
cx SS. “ Orient from Sydney — 



47 bales Greasy Wool @ Is. OJd. the lb. 

S3 „ ,. „ ., Is. „ „ 

Prompt. Gth Ang., 102-. Huggins & Whiie. 


V. — Brokers’ Invoice to the Buyer. 

25 Coleman St., 

London, E.C 2, 20th July, I'd. . 
MES.SRS, Hudson, Sykes & Co., Ltd., 

Prospect Mills, Bradeoro. 


Invoice from HUGGINS & WHITE 



• I I I I : I I I I I I I II I 

* The tare allowed is 12 lbs on each bale, and the drajt 1 lb. ]or each cwt. 
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4, Tea is exported chiefly from India, Ceylon, China, and 
Japan; but it is grown also in Natal, Java and other places. 
Large quantities of Japanese teas go to the United States and 


VI.- 


Accou.vt Sale.s. 


Account bales of 100 bales Greasy Wool ex SS. “ Orient ” from 
Sydney, sold by auction 20th July, 192-, lor account of Messrs. G, W. 
Morrison & Co 

1/100. 



to Canada. Our supplies come mostly from Assam and other 
parts of India, from Ceylon and China, London being, the 
port of arrival. Before the advent of steam, and the opening 
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of the Suez Canal, the wool and the tea trades both furnished 
cargo for some of our finest merchant ships — ^famous fast- 
sailing clippers that broke the records of those days for the 


vn — The Merchants’ Account Sales. 


Account Sales of 100 Bales 


1/100 Greasy Wool 


i!v SS. " Orient '' from Sydney, sold at public sale. 20th July, 19. 
for account of Messrs, Murdoch & Gibb, Sydney. 



Australian passage, or raced home from Hong-Kong with 
the first of the tea season’s pickings. The tea is sold at the 
Lonc^on Commercial Sales Rooms in Mincing Lane, where 
coffee, cocoa, sugar, spices, oils, rubber, and other produce. 
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VIII. — SoLP Noje i'or Six C.ases Cjj\ stauazed Eroits. 


CONTRACT. 


Nn. aCiO?, Eastc.iirai’, London, E.C.S 

mil Ocl., 19.. 

SOLD lo Messrs. Roueut Mills & Sox, Miinclicstor, 

Cry.stallizc-d Fruits — 

2 ca.se, s Apricots, .10 x noiii. 8 lbs., 2s. lOd. lb , Lst choice — ^ Crystal 

i Glace 

1 „ Pink and White Pears, 8 lbs., 2s. 3d. lb. Extras 

1 „ Assorted Fruits 100 x nom. 2 lbs. 4Ss. Od. doz. Extras 

1 „ „ „ 30 X „ 8 „ 2s. 3d. lb. 1st Choice 

1 ,. .. „ 30 X „ 8 „ 2.S. 4d. lb. E.xtras 

To arrne. 

Term<i; Duty paid cx wharf London; 14 days nut. 

Tliih contract is subject to the usual ronclilions of " Force majeure " 
as recognized on the Continent. 

In the event of partial or total failure of and/or damage to crop, 
destruction of factory by tiro, flood, or any unavoidable accident, 
non-shipment by our seller, the coinmercial failure of the manufac- 
turers, or strikes causing the suspension of manufacturing and/or 
curing, or in the event of unavoidable delay, or accident or loss whilst 
in transit from factory, and/or a port of shipment, or .strikes at home 
or abroad, wo spre not liable in respect of noii-dclivery of the whole or 
any portion of the goods under this contract . Ca.sli against D/0 if 
required. Goods recovered by fire insurance by sellers only till prompt 
date unless pievionsly paid for or removed. All rices sold on the 
conditions of the London Wholesale Spice ancl Rice Dealers’ Associations. 

Each delivery to be treated as a separate contract. II buyers do 
not pay at due date, and/or do not sign and return the detachable 
slip at the foot hereof within seven days, the sellers reserve the right 
at any time to cancel the whole or any part of this contract. 

War RlsIcs : War cancels contract which the sellers are prevented 
from executing wholly or in part by tlie outbreak hr its resulls. 

It is understood that the sellers shall use their best endeavours 
to get these goods forward, but should they bo unable to effect delivery, 
contract to be cancelled without any claim against sellers. 

Any dispute arising from this contract to be settled by arbitration 
in London in the u.snal way. 

No piircha.so or sale contract recognizee] as \-alid unlcs.s signed by 
a director of the company. 

For G. H. Massingham, Limited, 

W. W. Brooks, , 

Director. 
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as well as tea, are always being offered at public auction to 
the wholesale dealers who congregate there. 

The procedure of sale and delivery is similar to that for 
wool, two points excepted. First, at the Wool Exchange 
the sales are periodic; at Mincing Lane they are continuous. 
Secondly, wool comes into this country duty free; but tea is 
subject to customs duty, and is held in bonded warehouses 
under the control of the customs officers until the duty is 
paid. In this case, the dock authority weighs the packages 
under customs supervision. It is on these weights that the 
duty is levied, and so as to keep the weights unaltered, every 
sample taken whilst the chests are in bond must be replaced 
by a portion of equal weight and quality from the merchant’s 
stock outside. The samples are required by the brokers 
for inspection of the leaf and for tasting the liquor, so that at 
the sale the tea may be offered by correct description and may 
bring its proper price. 

S- Cotton. Lancashire is the home in this country of the 
cotton textile industry, and the largest market here for raw 
cotton is the Cotton Exchange at Liverpool. Dealings also 
take place at the Royal Exchange, Manchester, and in London. 
The absence of auctions is one feature that distinguishes the 
sale of raw cotton from that of wool, tea, imported fruits, 
and some other kinds of produce. An extensive system of 
regular dealings in “ futures ” is another. Futures may be 
defined as sales made now of promises to deliver at specified 
future times. A “ spot " sale is one for present delivery 
of cotton now in stock; whilst a sale “ to arrive ” refers to 
bales that are afipat and on the way. In addition to dealings 
of these three kinds, spinners not infrequently give orders 
for quantities to be consigned to them direct from the country 
of growth. Spot purchases of cotton may be made by sample, 
as wool and tea purchases are; but contracts for futures and 
orders given direct are effected by description of the kinds 
required. Cotton is of such a nature that it lends itself to a 
higWy elaborated system of grading according to difterences 
of growth and quality, and dealers carry their transactions 
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through by naming the grades that they buy or sell. The 
American supply is classified under the following grades — 

Ordinary Mid. = Middling 

0,0. ' = Good ordinary F.M. = Fully nuddling 

F.G.O. = Fully good ordinary G.M. = Good middling 

L.M. = Low middling F.G.M. = Fully good middling 

F.L.M. = Fully low middling M.F, = Mid-fair 

Egyptian growths are graded thus — 

F, = Fair G — Good 

G. F, = Good fair F.G. = Fully good 

F.G.F. = Fully good fair Fine, and Extra fine 

Brazilian, Peruvian, Indian, and other growths are classified 
after the same manner. 

In Liverpool, cotton is sold at so many pence and hundredths 
of a penny per pound. Thus, on the day of writing. Middling 
American is quoted at 7-44 pence. An increase of, say, 
O' 20 pence per lb. is described as a rise of 20 points. By 
the rules of the Liverpool Cotton Association, the futures 
contract is made for one grade only — at the present time 
it is middling. On maturity of the contract, the nearest 
quality available would be tendered in delivery, and if this 
is either above or below the futures grade, then points must 
be added on or taken off the contract price. 

Dealings in futures are of a more or less speculative character; 
still it is not altogether in the gambling spirit that they are 
indulged in. Gains on the cotton exchange are small, being 
but fractions of a penny on the pound; and business is rendered 
profitable only by the volume and the rapidity of the turnover. 
But as the margins are so mes^e, an unexpected rise or fall 
will quickly turn what seemed a gain into a loss. Dealings 
in futures are resorted to for protection against the fluctuations 
of the market. A simple case would be that of the spinner 
who, on quoting for yarn to be spun and supplied by him 
six months from now, would base his quotation on the present 
price of certain futures in the raw cotton market; and who, 
on securing the order for the yarn, would immediately buy 
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in against the order sufficient futures deliverable at the time 
he would need them. The case of the merchant on exchange 
is not so simple. Suppose he buys a quantity of cotton to be 
shipped from America two or three months hence, aiffi hopes 
to sell it soon at a narrow margin of profit. The market may 
fall before he can sell. He knows that, and he proceeds 
to protect himself as far as he can. He makes what he calls 
a “ hedge that is, he enters into a contract to sell an equiva- 
lent quantity a few months later. The merchant has now 
two strings to his bow. If the market rises, he will be able 
to sell his purchase at a good rate of profit; but the cotton for 
delivery later against his hedge he may have to buy at a loss. 
On the other hand, if the market falls, he will lose on selling 
his purchase; but he will have the opportunity of procuring 
at an advantageous price what he needs for the customer with 
whom he made the hedge. The buyer of the hedge, however, 
may himself have entered into that contract merely for pro- 
tective purposes, and may not want delivery when the time 
for delivery comes; but if he does, spot cotton can always be 
bought at the current market figures. Settlement of futures, 
therefore, is commonly effected, not by delivery of the cotton 
contracted for, but simply by the loser on a transaction 
paying to the other party the difference between the price 
ruling at the delivery date and the price they named when 
the contract was made. 

6. Wheat. North- American wheat is sold by description 
in types or standards guaranteed by Canadian or United 
States Government Certificates, and quotations are given 
by the cental or 100 lbs. For example — 


No. 2 Norlliern Manitoba .. lls. lOd. 
No. 3 do. .... Us. 3d. 

No, 4 Manitoba 10s. 8cl. 


Other descriptions are American Red Winter, Hard Winter, 
Northern Spring Duluth Certificate. Dealing by means of 
such descriptions is termed selling “by type.” Markets 
exist in London, Liverpool, Manchester, and elsewhere. 
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with spot and fulvire dealings. In London, the " Baltic ” 
Exchange in St. Mary Axe, is the most important market 
for wheat and kindred produce. In Liverpool, the “ Atlantic ” 
is a sijjjilar exchange. The United States, Russia, Canada, 
Argentina, and Australia, send us large supplies. 

Operators on Corn, Cotton, Wool, and similar Exchaifges 
are members of the associations governing their respective 
markets. Of these there arc, for example, the London Corn 
Trade Association, the Colonial Wool Merchants’ Association, 
the Associated London Selling Wool Brokers, the Liverpool 
Cotton Association, the Manchester Cotton Association, the 
Liverpool Com Trade Association, and so on. Every member 
is subject to the rales of his association, and disputes are sub- 
mitted for settlement to the committee in authority. Contracts 
must be made in accordance with the rules of the association 
concerned, and the bargains made orally on the exchange are 
reduced to writing afterwards, bought and sold contract notes 
being sent by the brokers to the purchasers and the sellers 
respectively. In Part II, will be found chapters dealing with 
the provisions of the Sale of Goods Act, and the law of contract 
and agency which bear on these operations and on transactions 
of purchase and sale generally. 

7. Customs Duties. Customs duties arc levied as a means of 
raising revenue. In our colonies and in foreign countries, 
they are, as a rule, imposed for purposes of protection ; that 
is, to prevent or hinder goods from other lands competing 
with the native products. In this country duties recently 
placed on lace materials, on motor-cars, and on paper are of 
this protective nature. The other imports on which we 
collect customs are chiefly — 

Spirits, wines, beer Sugar, glucose, saccharine, 

Tobacco chocolate, dried fruit, preserves 

Tea, coffee, cocoa Petrol, silk materials 

Duties payable on commodities in this list, if produced at 
home, come under the name of Excise, and, pursuant tp the 
policy hitherto practised by us, the customs duty and the excise 
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duty on any given class of article, are made the same in amount, 
the one to countervail the other. 

Besides being responsible for the collection of these import 
duties, the customs authorities are concerned with the collec- 
tion of statistics of the exports and the imports of the country. 
Exporter or importer or his agent has, therefore, to enter or 
declare at the appropriate customs office every consignment 
of goods that goes out of, or comes into, our ports. But, 
because our customs duties are payable on imports only, 
it is with these that the customs officers are more particularly 
occupied. The master of a ship just arrived in port must, 
before beginning to unload, hand in at the customs house 
a report containing, amongst other information, a copy of 
the ship’s manifest, which is a list of all the cargo on board 
summarized from the bills of lading. Unloading will then be 
carried out under the eyes of an outside customs officer, 
dutiable articles amongst the ship’s stores being first put 
under lock or seal. Goods landed that are not dutiable may 
be taken away at once, subject, of course, to the freight 
being paid to the shipping company, and the dock dues to 
the port authority, both of whom have a lien on the. goods 
for the amount of their charges. Articles that bear duty 
will not be released until the duty is paid, and if the importer 
IS not prepared to pay at once, they are, as explained in regard 
to tea, removed to bonded warehouses to be held there under 
the control of the customs until the duty is paid and delivery 
taken. 

Bonded warehouses are so called because the proprietors 
of these buildings have given bonds to the Government, 
making themselves liable to penalties if the premises are 
not conducted in accordance with the customs regulations. 
Goods lying in such a warehouse are said to be " in bond.” 
Carmen and lightermen engaged in moving dutiable goods 
from and to the ships and warehouses are also required to 
give bonds on behalf of themselves and their servants for the 
faitljful performance of their duties. The bonded warehouse 
is of benefit to the importer in that it allows him to let the 

13-11737) 
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goods lie over and to claim them only as and when he finds 
himself able to pay the duty required in respect of them. 
Entries of imports must be made on the forms prescribed. 
There arc distinct forms for goods subject to duty and for 
those that are duty free; also special forms must be used 
for transhipment and for re-export of goods that would 
be subject to duty if imported for inland consumption, 

This country has entered into commercial treaties with a 
number of other countries. By these treaties it is agreed that 
each of the other countries’ goods imported by us, and our 
goods imported by them, shall not be subject to more than 
the lowest rate of duty in force for the same class of goods 
from any third country. The clause in which this is embodied 
is known as “ the most favoui’ed nation clause.” Our colonies 
take goods from the mother country at preferential customs 
rates. To encourage native industries, some governments 
pay bounties or subsidies with the object of helping these 
industries, in their early stages of growtii, to withstand 
and survive foreign competition. 

8. Supplementary Notes. 

(1) Tare and Draft. Tare is the weight of the wrapper 
and hoops, of the box or case, or of the cart or wagon, in 
which goods are packed or loaded at the time of their weights 
being taken. Gross weight is the weight of the goods and 
package together; net weight that of the goods alone. Freight 
is charged on the gross weight; but customs duty is payable 
on the net weight. Draft is an allowance in reduction of the 
net weight. It is made by the seller to the buyer of goods 
to cover possible shrinkage in weight after unloading from 
the ship and before delivery from the warehouse. 

(2) Through Bills of Lading ,are used by American rail- 
roads for raw cotton. They cover both the journey by rail 
to the port of shipment in America and the sea passage across 
to Liverpool or Manchester. The Canadian Pacific Railway, 
with its own metals joining the Atlantic and Pacific coasts, 
and its own steamships plsdng into Liverpool, issues through 
bills of lading from and to all parts of the Dominion. Through 
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bills of lading may be used also for goods to be transhipped 
Jrom one vessel to another in some intermediate port. 

(3) A Delivery Order is sometimes issued by the steamship 
office when the bill of lading is surrendered It instructs 
the dock authority to relea.se the goods named in the order. 
Wllen goods represented by a Dock or Warehouse Warrant 
are disposed of in lots, delivery orders addressed to the ware- 
house keeper are issued by the holder of the Warehouse 
Warrant to the buyers of the separate lots. A Dock Warrant 
or a Warehouse Warrant is transferable like a bill of lading; 
a delivery order is not. 

(4) Drawback. When goods are exported on which cus- 
toms or excise duty has been paid, the exporter may claim 
tlie duty back. The form on which he makes his claim is 
termed a debenture-, and the return of the money, a drawback. 

(5) Goods on Consignment. Goods are said to be sent 
" on consignment ’’ when the owner of the goods ships themi 
to an agent abroad to be sold by the agent on the owner’s be- 
half. The goods are usually accompanied by ajJfo /omainvoice;. 
but they remain the property of the sender until they are 
sold, On effecting a sale, the agent would send his principal 
an dccoimi Sa/cs like the specimen shown on page 187. When 
the agent sells the consignment on credit and takes upon him- 
self the risks of loss through bad debts, the higher rate ofi 
commission allowed him by his principal in consequence is 
called del credere commission. Goods may be shipped on con- 
signment when, being un able to find a present buyer, the owner 
thinks there will be a better chance of selling them profitably 
abroad than them would be if he held them indefinitely for 
the home market. 



TERMS AND ABBREVIATIONS 

NOT liXPLAINED IN THIC Tl'Xr. 


Al, tillered as 1st class in Lloyd’s 
register of ships. 

A/c current, a statement of 
account in the debit and credit 
form of a ledger account, and 
frequently including calcula- 
tions of interest on the changing 
balance. 

Ad valorem, according to value. 

A/S, account sales. 

B/£, bill of exebauge. 

B/L, bill of lading. 

BUI of Entry, form of declaration 
made to Customs House in 
respect of imported goods. 

B.P.B., bank post bill. 

Cbartor Party, document by virtue 
of which a ship is chartered or 
hired. 

em., centimetre, 100th of a metre. 

Cum dlv., or o.d., together with the 
dividend accruing or accrued, 
but not paid. Ex dm., or x.d., 
means without the dividend in 
similar circumstances. 

D/A, documents to be surrendered 
against acceptance of the draft. 

D/P, documents to be surrendered 
against payment. 

Demurrage, a charge made by the 
Owner to the charterer of a 
ship for delay in loading or in 
discharging beyond a stipulated 
time; a charge made by railway 
companies for detention of 
railway trucks. 

d/d, d/s, days' date, days' sight. 

D/0, delivery order. 

D/W, dock warrant. 

Ex dlv., or x.d., see "cum div." 

F.a.q,, fair average quality. 


F.C. & S., free of capture and 
seizure (marine insurance.) 

Kilog, kg., kilo., kilogramme or 

1.000 grammes. 

Lnkh (or luc) of nipoos, means 

100.000 rupees. Twenty lakhs 
would be written Rs. 20,00,000. 

Lay days, the time allowed by a 
charter party for loading or 
unloading cargo. 

L/C, letter of credit. 

m/(l, months’ date. 

P/N, promissory note. 

Posto rostaiito, the facility whereby 
letters may bo held till called 
for at the post office to which 
they are addressed. 

Pown- of Attornoy, formal legal 
document giving one person 
specific powei to act for another. 

P.P.I., policy proof of interest 
(marine insurance). 

Rummaging, the searching of a 
ship by customs officers for 
secreted goods subject to cus- 
toms duty. 

Sola bill, a bill of exchange drawn 
in single cojjy only. 

Talc quale, grain trade term, signi- 
fjdng that produce sold “to 
arrive " corresponds to sample; 
but that the risk of subsequent 
damage is the buyer’s. 

T.T., telegraphic transfer. 

Ullage, loss in casks of wine and 
other liquids due to leakage, etc. 

W.W., warehou.se warrant. 

Y.A.B., York Antwerp Rules 
(marine insurance) 

#343/0— Nos. 342 to 346. 
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In order to acquaint themselves with the kind of work 
required and the ground to be covered for any examination 
they intend to take, candidates are advised to procure copies 
of two previous sets of questions from the office of the 
examining body. 

I — Tub Commerciai- Ijettbr. 

1. Write tlie following letters in corr(jcl business form — 

(a) To the Re.x Sulphate Co., Ltd., 24 GRACECHURcir Street, 
London, E.C,3, from Jame.s Brown Sons, Manchester, Zdth Sep — 
We acknowledge your letter of yesterday and thank you for offering us 
the sole agency in this city for your goods. At the same time we regret 
to say that the commission you name is too small to induce us to take the 
agency up. If you felt disposed to increase the rate to JO per cent , we should 
be pleased to give the proposal further consideration, 

your goods have, as you state, no great sale in this district at present, 
hut wf think that, with the means at our disposal, we could increase the 
demand for them very considerably, 
rl waiting the favour of voiir reply, H’e are, etc. 

(i) An iniaginiiry letter to which the foregoing would he a suitable 

icply. 

2. Write letters of two or three paragraphs m answer to tlie following 
.idverti.sements — 

(a) Junior clerk, male or female, wanted in a merchant’s office. 
Mii.st he good writer and quick at figures. Preference will be given 
lo applicants possessing tlie Stage II Certificate in Commercial Corre- 
spondence of the Royal Society of Art.s. Salary to begin, 22s. Apply, 
giving full particulars of experience and qualifications, to Mandslay 
& Co., Ltd., 18 Rood Lane, London, li.C,2. 

(i) Representative wanted in a developing and remunerative 
business. A man that knows how to approach prospective customers; 
how to get their interest; and how to secure orders instead of promises. 
Apply, with full particulars, to X.Y.Z., Box 390, Daily Telegraph. 

3. Write as you would in business — 

(а) An inquiry, to the employers he is leaving, about the cliaractcr 
and abilities of a book-keeper you have just engaged. 

(б) 0 A favourable reply to the inquiry; and 
(e) An unfavourable reply. 
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4. Show the directfon and the opening salutation you would use 
iti writing a letter to each of the lollowuig — 

(a) John Marshall, a shopkeeper, of Tutbury. 

(A) J. ViPOND Edmunds, a barrister, London, W. 

(c) BSown & McCheady, wholesale merchants, Liveri-ool 

(d) Sir Edwin Priestly & Sons, manufaetuiers, Bradford. 

(a) Kennedy, May & Barclay, Ltd., Nottingham. 

a The Greenhow Chemical Co , Ltd., Manchester. 

The Manager, Lloyds Bank, Ltd., Cheltenham. 

(A) Hubert Huddlestone, M.P., Pre.sident, The Board of Trade. 
Whitehall, Londo.n, S.W.l. 

5. Show what lorm of signature yon would use m writing a letter — 
(a) As a clerk under instructions for Kellaway & Co. 

(6) As a person acting on his own responsibility for the same firm, 
(e) As the Secretary of Cooks & Clarksons, Ltd. 

6. Write circumstantially as if you wore actually in the midst of 
'business — ■ 

(a) A letter protesting against delay in delivery of certain goods on 
order, specifying the goods, explaining the effect of the delay on the 
writer’s business, and forecasting the course it is proposed to pursue 
if the delay is continued'. 

(6) A reply representing tJie delay as quite exceptional and as having 
been unavoidable, making defimte promises about early deliveries, 
and appealing to the customer's experience of the absence of cause for 
similar complaint regarding past orders. 

7. Avery a Jackson, of 170 Bothwell St., Glasgow, are whole- 
sale dealers in ironware. Mr. Edward Jack.son has died, and the 
senior clerk, Mr. Jonathan Tucker, is to be made a partner in the 
firm. The style of tlie firm will remain as before. Write a circular 
giving this information to customers, and endeavour to make the 
circular at the same time a means of increasing business. 

8. Write out a complaint to the efiect that five barrels of machine 
oil you have received to-day arc rot according to sample, and are of 
an inferior quality. Supply names and addresses yourself. Say on 
what conditions yon would be willing to keep the oil. 

9. In what points of form does a " memorandum ” differ from an 
ordinary commercial letter ? Write a memorandum asking for an 
illustrated price list of lawn mowers to be sent you; also asking what 
■discount is allowed and whether the goods would be sent carriage 
paid or not. 

10. Explain what diCerent kinds of signature are found in commercial 
letters, and give an example of each kind, 

11. In a letter -written on the 4th Dec., 1924, how .should reference 
be made to each of the following dates ? — 

(1) 1st Dec., 1924 
(2) 29th Nov. 1924 
(3j 31st Aug., 1924 


(4) 5th Dec., 1924 

(5) Pth Tan., 1925 

(6) 7th April, 1925 



TEST QUESTIONS 


199 


12. .Sampson & Co., of Bradford, are askcdjDy Canning & Wilson, 
of M.\nchj!S'hjr, if they can supply 5,000 yards of cloth like the pattern 
enclosed, price to be about 3s. 8d. a yard, and delivery to be made 
within a month of the placing of the order. Dralt Sampson & Co.'s 
reply from the following notes — „ 

Mills too full, and staff too depleted, to permit of the order being put 
in, work Jor three weeks at least, and two months more required to 
complete. Pi ice out of the question; costs increased 60%,' 6s. lOd. a yard 
the minimum. Could supply similar but less satisfactory fabric at 6s. 2d. 
the yard, as sample being sent by same post, and possibly save three to 
four weeks tn time required for manufacture; bid sample is sulphide 
and not aniline dyed. Regret exceedingly to inconvenience old customers; 
but best will tn the world cannot overcome ever-increasing difficulties due 
to exigencies of war. 

II— Mi.\or M.vtters. 

1. Why are copies kept of outward business letters ? Explain 
by what proccsso.s the copies may be made. 

2. Describe briefly the various ways of copying outward corre- 
spondence for oilice roforonco purpo.ses. Say which way you prefer, 
and why, 

3. Explain how you would deal m business with letters received 
in order to keep a record of their receipt and to trace, when necessary, 
what has become of any of them, 

4. Explain how, in an office, you would keep record of the despatch 
of outgoing correspondence. 

S Describe how multii>le copies of a typescript document may be 
obtained by stencil process. 

0. Some 500 copies are required of a business circular, Explain 
by what dilforent means they may be produced in the office and without 
having recourse to tlie printing press. 

7. What IS the nioaning and the purpose of the following when it 
appears at the head of a commercial letter ? 



8. Condense llie following to telegraphic form — 

(o) We have received and tested the sample of zinc ashes referred to 
in your letter of the 6th inst., and for the 20 Ions we can offer you £6 4s. a 
ton dry weight, delivered free at our works, subject to the bulk being equal 
to the sample submitted. Early delivery, and net cash payment after receipt 
of the material and verification of its weight and quality. 

(b) We regret to find on opening the ten cases of glass delivered here 
yesterday that 10 per cent, of the sheets are broken; 60 per cent, show 
bubbles; and nearly all are badly scratched. Will you please instruct 
your London agents to inspect and report to you on this delivery; because 
we shall have to claim allowance for 33J per cent, of the amount of the 
invoice, the balance representing our estimate of the value of the glass as 
it stands! ® 
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9. (a) Thomas Hon & Co., ol 128 Markist St., MA.NCHEsruk 

(Telegrams — Holt, Manchester), have just rceeivctl ien bags of granu- 
lated sugar ordererl from Josei-h Tavernsu & Sons, of 119 Great 
Cobalt St., London (Telegrams — Graiio, Led., Limdoii), Mossr.',. 
Holt find that five of the bags have been senoii.sly il.imaged by sea- 
water. IJraXt, ill as few words as iiossible, a telegram from Messrs. 
Holt e.vplaining the iiuittcr, and at the same time ordering anolhcr 
five bags to be despatched at once. ' 

(6) Write a letter as from Messrs. Taverner aeknowledging receipt 
of the wire from Messrs. Holt, and stating that live bags of granu- 
lated sugar have been sent off, also tJiat Messrs. Taverner are in- 
vestigating the complaint about the damaged bags. Add any expressions 
you think appropriate to the occasion, and sign the letter in such a way 
as to show that you have power to act on your own responsibility for 
Messrs. Taverner. 

10. Rule a form ol Postage Book. Make six entries m it. Show how 
and when it should be balanced. Say what jiurposes a I’ostagc Book 
serves. 

11. Write a telegram making an offer for the purchase of certain 
goods, and a reply telegram refusing but making a counter offer. 
Should letters also be sent, and if so, wJiy ? 

12. Name four different kinds of work for which machiiios are now 
being used in business oilices. Wlial benefits docs each kind ol machine 
give as compared with the doing of similar work by hand. 


Ill — F iling. 


1. What do wo moan in the office by the term " filing " ? By 
what points would you judge whether a given filing device was or was 
not efficient, and suitable for modern olheo rcriuiremonts ? 

2. Describe any good system of filing with which you are acquainted. 

3. Name three distinct prmciplos of arrangement that are brought 
into use in the fihng of business papers. Indicate briefly how each 
principle is applied. 

4. Re-arrange the following list so as to show in what order you 
would file letters received from the coiTcspondents named. Say 
what you consider to be, from the point of view of future reference, 
the best manner of keeping the copies of your answers to these letters. 


(1) Robert Hall, Bradford 

(2) James Green & Sons, Halifax. 

(3) Richard Green, London. 

(4) The Globe Kxfress Co., Nottingham. 

(5) John Green & Co., Halifax, 

(6) Robert Hall, Bolton. 

(7) Gregory & Brown, Hull (letter dated Jan. 14) 


(10) Gordon & Grant, Glasgow. 

(11) Hall & Pickles, Manchester. 

(12) Goodson & Brown, Liverpool. 
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5. Sketch in bioad outline the way in whigli you would organize 
the tiling arrangements for both imvard and outwaid coriespondence 
in a largo merchant’s office. 

6. Describe the flat file " by indicating briefly the main features 
of its construction, explaining at the same time the manner of using it. 

7. De.scribo the " vertical file ” by indicating briefly tne main 
features of its con.striiction, explaining at the same time the nianner 
of Ti-sing it. 

8. in what circumstances do you prefer — 

(n) The vertical file to the flat file. 

(i) The flat file to the vertical file. 

Knumcratc reasons for your answer in eacli case. 

9. Explain the difference in the manner of using the vertical file 
wlien its folders are arranged numerically instead of alphabetically. 

10. Say what you know of some filing devices other than tlie flat file 
and the vertical file, and express your opinion about them. 


IV — Indexes and Card Records. 


1, Show what the index of a press-copy letter book would look like 
if opened at the Letter R, and if the names of four corre.spondcnls 
are entered there and nine letters indexed. 

E.xplain by moans of this index what the “ cross-reference ” is in 
connection with .such a letter book. 

2. Arrange the following names as they would appear in a Vowel 
Index — 


(1) Ben Bolt, Belfast 

(2) Briggs & Sons, Bradford 

(3) Bell & Brown, Bolton 

(4) Edward Ball, Burnley 


(6) Black & Green, Manchester 

(7) Brooks & Baxter, Bury 

(8) Chas. Brewer, York 

(9) A. Burns & Co., Edinburgh 


(5) B1DDI.E.S Bro.s., Liverpool (10) Bryant & May, London 


3. Arrange the names below in dictionary or index 01 der — 


Abbotsbury 

Aberdeen 

Ackworth 

Althorne 

Arundel 

Addingham 

Amkrsham • 


Abbeydore 

Abergele 

Ashburton 

Accrington 

Alnwick 

Aldershot 

Amberley 


Abercarn 

Abingdon 

Alcester 

Altrincham 

Aylesford 

Atiierstone 

Ardlui 


4. Re-arrange the list below to show (a) tlie order that the names 
would take in a card index; (6) the form in which each entry would 
be made — 

(1) The Editor, TAe Weitem Morning News 

(2) The Acme Manufacturing Co., Ltd. 

(3) Edward Grey, Fitch & Lewis. 

(4) Secretary, Esmond’s Dry Cleaning Co. 

(5) The General Manager, The Great Western Railway. 

(8^ Arthur Jameson & Sons, Ltd. 
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(8) Mr. J. CoMFOftD Cope. 

(9) The Ho.v. John Coluer. 

(10) Chief Accountant, Bank of BNr.r,\NU. 

(11) Br. VV. Pitt-Pay-mb. 

(12) The Manager, The Gas Works, Oldi[am. 

5. E.xplaiii whaL ;i card index i.s hj' describing briefly the different 
parts of which it consists. Name some purposes for which a dard 
index ib suitable. 

6. What is the outstanding advantage of the card form of index 
over the book form J Explain other advantages that a card index 
may possess. 

7. Indicate two purposes other tlian tliat of a mere index of names 
for which you could use card records in a business office. Name the 
chief considerations that might induce you to adopt the caid form of 
record for one or otlier of these purposes. 

3. What do you understand a “ loose-leaf ” book to be ? In what 
ciicumstanccs would you use such a book in piefeienco to the ordinary 
form ol book, and why would you use it ? 


V— Bosi.vess Documents 


1. What is an invoice, and what particulars should it conlain ? 
What is meant by a “ pro forma ” invoice, and when would one be used ? 

2. Rule a form of invoice, putting in whatever you please in the 
way of licading to make it look like Hie real thing, and enter the 
following — 

Onei chest of lea, 100 lbs. net. at Is. 6d. the lb.; 4 cwt. ol loai .sugar 
at 36s. 4Jd. the cwt.; 1 case containing 100 tins of sardines, at 4s. 7^d. 
the do2.; 3 cases each containing 5 doz. tomatoes, at 5s. 4id. the doz. 
■Charge 4s. lOd. for carriage. 

3, Show the following in the form of an invoice and supply 
appropriate beading and names — • 

yds. Green Cotton Blindings (?ii 7id 

@ 7Jd. 

„ Blue „ ,, @ Sid. 

(3J SJd. 

The buyer is to be charged 3s. 6d. for packing materials. The 
goods are subject to trade discounts of 10 % and'2i %. And there is 
a cash discount of IJ %. Deduct these, and on behalf of the sellers, 
receipt the invoice for the net amount. 

4, Rule and write out an invoice for the goods named below, and 
fill in whatever other particulars you please so as to give to the document 
the appearance of actuality — 

102 as 100 yds. Light Fancy Tweed @ 3s. 9d. 

90 as 89 yds. Black Vicuna @ 5s. 6d. 

43 as 42 yds. Blue Serge @ 4s. lid. 

Then rule and make out a statement of account for this transaction, 
deduct 3} %, and receipt the statement. 
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5. Show how you would invoice the follq>ving goods — 


3 pcs. Shcetmg 52' No. 40. 1/62, 1/80, 1/97, @ 6^11, 

6 „ ,, 69' „ 2/64, 2/66, 2/68, @ 9Jd. 

S „ .. 70' „ 3/70, 2/69|, @ 9Jd. 

Show a credit note for an overcliaige of Jd. the yaul on the middle 
line of the invoke. 


6. What are debit notes and credit notes, and why arc they used ? 
Samuel Phelps & Co , Biscuit fdanufacturcrs, of Isleworth, sent 
and invoiced some tins of biscuits to Jambs Goodenougii, Confectioner, 
12 New St.. Birmingham. He afterwards discovered that four tins 
too many had been invoiced at 7s. 5d. the tin. What should Messrs. 
Phelps do to put the error right ? Suppose Goodenough di.scovered 
the mistake before they did, what should he do to rectify it ? Show 
in proper form the document that would pass in each case. 

7. Wherein does a statement differ from an invoice, and why are 
.itatemonts sent out by business men ? Wells & Wigolestone, 
Wholesale Grocers, 55 & 56 Flint St., Bermondsey, had the following 
tran.sactions with Robert Owen, 12 High St., Oeptiiord — 

July 1 W. & W. rendered a statement to Owen lor goods supplied 
during June, amounting to 10s. 7d. 

Z W. & W. sold goods to Owen, value ;^20 17s. 6d. 

4 Owen returned goods to W. & W., value £3 18s, 8d. 

8 W. & W. sold Owen goods value ;^3 16s. 8d. 

0 W. & W. sent credit note lor overcliarge of 5s, 8d. in their 
invoice of the 8th. 

10 Owen remitted a cheque for £15. 

IS W. & W. sold Owen goods value ;^12 9a. 8d. 

Make out Wells & Wigolestone’s statement of account in proper 
form as on Ist Aug. 

8. You are a clerk employed by Jones & Evans, and you call on 
D-wid Lloyd & Co. to collect an account of £27 14s lOd. due to your 
hrm. The account is subject to a discount of 2J %. Messrs. Lloyd 
offer you £25 in payment. They have deducted an amount of £2 2s. 
which they claim as an allowance; but which your firm disputes. Will 
you take the £25 or refuse it ? Give your reason for your decision in 
cither case. Show the receipt you will give if yon decide to take the 
amount offered. 

9. Make out an invoice for the goods described below sold by 
Rupert Harris & Co., 52 Belmont Road, Liverpool, to James Fell, 
14 Market St., Oswaldtwistle, on 13th March — 

Three ca.sks Saltpetre @ 25s. 6d. the cwt. 

No. 1, gross 1 cwt. Iqr. 8 lb., tare 16 lb. 

„ 2, „ 1 ., 0 .. 26 .. „ 14 .. 

.. 3, „ 1- „ 1 ,. 1 ,. „ 15 „ 

• Casks to be charged 5s. each. 

Sent by L.M. & S. goods rail, carriage paid. 
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1 0. Rule and write aij,invoice embodying Hie following pm ticu Uir.s- - 

Buyers — Stephens & Tayt.or, Confectioners, Oldiiaji. 

Sellers — The Union Flour Mills, Utd , Union Mills, Mehsev 
Docks, Liverpool. 

Date — '5 til December. 

58 HalKsacks (140 lb.) Golden Grain Flour @ 41 b. 6d. the .sack 
9 „ ., (240 lb.) Wlieatnieal @ .Sfi.s. fid. the sack 

14 sacks (240 lb.) Rice Flour @ 34.s. fid. the .sack 

67 sacks @ lid.; 14 sacks @ Is. 8d.: carriage, 6,s. 3d. the ton. 

In the ledger of the Union Fioue Milis, Ltd , the account of 
Stephens & Taylor appears as follows — 

Dr. Stephens & Taylor, Oidham. C/. 

19.. rf. 19. . ' ----- - - 

Oct. 5 To Goods . 39 10 7 Oct. IS l?v Allowance 2 18 

31 ,. ... 44 5 6 31 Casli . . 50 0 0 

Nov IS .. ,. . 57 12 6 Nov. 10 ,, Allowance 3 7 6 

30 „ .. . 87 12 1 Dec. U „ Catih . 35 0 0 

Debit the amount of the above invoice oi 15th Dec, and make 
out the statement of account as it would be rendered on 1st Jan, 
by the Union Mills to Stephens & Taylor. Receipt the account 
under date 15th Feb. 

11. If you were casltier for a business house, what rules would 
you lay down about the giving of receipts when money was paid to 
you or your assistants by customers and others; and why would you 
make these rules ? 

12. What arrangements would you suggest for the pas.smg of invoices 
inwards, particularly with tlie object of ensuring the accuracy of 
quantities, prices and calculations, and of preventing the passing 
of two charges for the same goods ? 

13. How would you keep for future reference: («) invoices inwards; 
(6) copies of invoices outwards; (c) receipts for accounts you had paid > 

VI — The Course of a Trading Transaction. 

1. What is a tender ? Draft an estimate for the supply of any 
kind of goods, material, or work with which you are familiar. 

2. Write an order for goods from a retailer to a wholesale warehouse 
and an acknowledgment of the order. Both documents are to be so 
worded as to eliminate cause for future dispute about the description, 
quantity, price, date of dehveiy, and terms of payment. 

3. Explain the difference in purpose between a Price List and 
a Prices Current, and say in what different circumstances each would 
be used. 

4. Sketch the procedure to be followed by a wholesale dealer when 
he opens an account with a new and unknown customer. 

5. A retailor sends an order to a wholesale house. Trace the course 
of business that commonly follows, indicating four documents almost 
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<-eitaiii to pass between the parties, and tour gioi-c that might pass if 
occasion arose to use them also. 

6. State and discuss some of the usual terms on which goods aie 
purchased by a retailer from a wholesale merchant. 

7. Write a letter as from E. Fogwill & Co., Ltd , Bu£h Lane, 
Northampton, Boot Manufacturers, to E. Thomas & Sons, Lime St., 
London, E.C., enquiring about the financial position of a prospective 
rorail customer. 

8. You receive a letter from James Stephenson & Co,, Boar Lane, 
Leeds, enquiring if, in yomr opinion, it would be safe for them to trust 
Harold Franks, a customer of yours, to the extent of ;£50 a 
inontli. 

(fl) Draft a letter such as you would receive from James 
Stephenson & Co. 

(b) On turning up your ledger you find that Franks is an old cu.stomer, 
that his account averages ^0 a month, and that he has always paid 
promptly. Draft a letter in reply to Stephenson’s enquiry. 

(e) Draft a reply on the supposition that FRANK.s is a new customer, 
and has given you trouble to obtain payment from him, he having 
more than once dishonoured his cheque for a small amount. 

9. Describe the methods yon would adopt, as head book-keeper 
in the counting house of a general merchant, for rendering and keeping 
check upon accounts sent out. Outline the procedure you would 
follow to bring in payment of accounts not paid within the recognized 
term of credit. 

, 10. Write as you would if actually in businc.ss — 

(«) To a cusiotnoT asking for his remittance of the a mount of an 
overdue account. 

(6) Pressing for payment of the account at once, your previous 
letter not having boon answered. 

(e) Threatening legal proceedings, as you are still wilhoiil an answer 
from the customer. 

(if) The customer's leply to your third letter saying wliy he has 
not written before, and how he proposes to pay the account. 

11. Calculate discount at 4% on ,fl85 10s. 5d; at IJ % on 
^1,120 7s. 7d.; at 7J % on £213 7s.; also interest at 2 % per annum 
for two months on £567 12s. lOd.; and at 6 % per annum for lliree 
months on /54 10s. 4d. 

12. Calculate discount at 34% on £85 6s. 9d.: at 5 % on £542 Is. 7d.: 
at 3J % on £378 16s. 8d ; also interest at 3 % per annum for four 
months on £210 13s. 7d.; and at 41 % per annum for ton months on 
£627 5s. 7d. 

13. What is " cash discount " ? When and why is it given, and 
whom does it benefit ? How does " banker's discount ” difier ironi 
“ cash discount ” ? 

14. What is " trade discount ” ? How does it differ from " cash 
disoount ” ? Mention two kinds of commodities frequently sold 
subject to " trade discount." 
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15. Contrast the following — 

(а) Gross selling price, and net selling price. 

(б) Spot cash and 1 % 15 days pionipt. 

(c) C.O.D.. and C.W.O. 

16. A trader in lHanchesler owes £30 to a trader in Leicester. In 
how many diflerenl ways could the debtor remit that sum to his 
creditor ? Explain the precautions, if any, he could take in each case, 
and say which form of remittance yon your.sclf would adopt, and why. 

17. Explain fully the dillcrcncos between a postal order and a money 
order. What safeguards can the sender take advantage of in remitting 
by postal order and by money order ? 

18. Calculate discount at % on £84 12s. lOd.; at 12 J % on 
£343 Ss. 9d.; two months’ interest at 3 % on £1,158 16s. 9d.; the 
discount at % on a bill for £83 lO.s. 5d., due two months hence. 

19. On 1st April, a banker agrees to allow a customer an over- 
draft not to exceed £200 for a period of six months. On 30th June, 
the pass book is made up, the interest to that date is charged, and 
the balance against the customer is £187 I6s. 6d, No further trans- 
action takes place till 11th September, when the customer pays 
in £200 in catJi. Thereafter the account continues in credit. How 
much will the banker charge for interest from 30th June, if the rate is 
6 %? 


20. On 10th October, a customer discounts with his banker a bill for 
£218 10s. 9d. dno on 1st December of the same year. Wliat will the 
discount come to at the rate of 4 % ? 

21. The following items are owing by Peahson it Smith, of 
Yorkshire St., Rochdale, to Barlow, Deakin & Honr.Kiss, of 
Portland St., Man'ciiester — 


May 10~£Sl 2s. Od.; May 16— £H lOs.; May 36— £82 18s. 4d.; 
and June i— £60 9s. 9d. 

The debtors agree to accept their creditors' draft for the full amount 
owing at four months from the average date of the invoices. Show the 
bill as it would be drawn by Barlow, Deakin & Hoogkiss. 


VII — Organization and Control. 


1. Slate as clearly as yon can the respective functions of the 
wholesale and the retail trader. 

2. Describe briefly four different methods on which retail trade is 

organized. , 

3. Explain the functions performed by a wholesale merchant 
in the home trade. 

4. What are the distinctive features of the multiple-shop busine.ss ? 
Wliat are the advantages and the disadvantages of this method of 
conducting retail trade ? 

5. What are the advantages of departmental stores: (a) tothegeneral 
public; (i) to the proprietor as compared with the trader whose capital 
and energies are confined to a single class of goods. 

6. State shortly tlic differences between multiple shops and depart- 
mental stores, and the conditions that are most favourable ton the 
development of eadi. 
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7. It is said: (a) that tJie modern tendency towards retail busi- 
ness on a large scale ; (6) that expenditure on organiration increases 
rapidly with the expansion of a business. Can you show how both, 
these statements may be true ? 

8. In what ways is a wholesale warehouse of service to the retail 
trade ? In what circumstances do retailers buy from manufacturers- 

9. What are the small tradesman's best weapons with which to- 
meet the competition of the big stores ? 

10. Explain " mail-order " selling, and give any arguments you 
know of for and against this method of carrying on business. 

11. What limits would you place on the possible extension of the 
activities of the manufacturer as retailer ? 

12. Describe the organization of any wholesale business with which- 
you are acquainted, particularly how it is organized for the selling, 
of goods and for offering goods for sale. 

13. If wholesale trade could be abolished, what would be the effect 
on: (a) manufacturers; (6) retail traders ? 

14. Describe in outline the organization of a works or a factory. 

15. What factors should delcrmmo the suitability of a site for; 
(a) a works; (6) a factory; (c) a wholesale warehouse; (d) a retail shop? 

16. How far may it be true tliat excessive cost of transport is evidence- 
of over-centralization of production ? 

17. Explain bnelly what are the cliief activities of co-operative 
societies, and how such societies are organized. 

18. Many manufacturers have agents in London and other cities. 
Explain the duties of these agents, and the relationsliip between tlicm 
and the manufacturers. 

19. \Wiat are the principal means made use of for advertising goods- 
in ilie retail trade f 

20. Suppose you were a manufacturer of bicycles or of fountain 
pens. What methods would you adopt to keep a knowledge of your 
goods in the public mind ? 

21. If yours were a "mail-order'' business, how would you en- 
deavour to record and test the results of any advertising you might 
engage in ? 

VIII — Figures and Finance. 

1. What are gross profits ? What useful purposes are served 
by ascertaining tlip gross profit of a business for each trading 
period ? 

2. How are the gross profits of a trader calculated, (a) on each 
single article to be sold; (6) on the total sales for a given period ? 

3. What is the difference between gross profit and net profit ? 
Wily is it necessary that a business man ascertain both of these ? 

4. How does a manufacturer calculate the cost of the goods he 
produces ? 

5. In many businesses, as a means ol procuring orders, quotations- 
for doing work or for making articles of merchandise are frequently 
suppUed to the persons requiring such work or merchandise. How- 
are estimates of cost arrived at for the purpose of these quotations h 
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6. Howaie. (n) giivss i>roht: (b) t-xpctises, (i) not proiit; (d) tmno\er 
1 elated to each other ? In the accounts ol a business what method 
■would you adopt for effectively conipai mg the totals iindor these heads 
as between one year and another ? 

7. A sliopkcepor's sales for a year amount to ;£12,500; lus gross 

proiit works out at ^2,500, and lus net profit at For the year 

he has paid in wages, ^500; in rent and rates, ;^4S0. Ho lias spent m 
advertising, i,350-, in sundiy expenses, ;^400; and he lias lost in 'bad 
debts, ;^50. Show what rate per cent, each of these items bears to his 
turnover. 

8. Suppose you weie the accountant of a, large business with six 
distinct selling departments. What stati.stics would yon think you 
ought to place before the management at the close of each month's 
trading ? Sketch m outline tables of foims showing how you would 
submit the figures. 

9. Name several characteristics that may be considered essentials 
m statistical returns from the point ol view of making the returns as 
useful as possible. 

10. In returns of statistics, what are tlie advantages and disad- 
vantages of the graduated chart as compared with the table of figures ? 

11. Name any kind of business with m hieh you arc familiar. Specify 
the different kinds of things in which its cajutal exists. Distinguish 
those that represent its fixed capital from the others that make up 
its floating or its working capital. 

12. What do you understand the term " over-trading ” to signify ? 
What are the const'([uences of over-trading and how would you guard 
against them ? 

13. Traders commonly hold considerable slocks of goods in antici- 
pation of their customers’ demands. What are Ihe iidi'antages and 
the dangers attendant on this practice ? How would you attempt 
to retain the advantages whilst steering clear of the dangers ? 

14. How could you test whelher your slock of goods held for sale 
was larger than your turnover justified, and how would you keep 
dcpal'tmontal buyers from exceeding the limits assigned them in this 
respect ? 

15. Give two distinct reasons why tlie giving of credit has to be care- 
fully watched in business. Explain e.xactly what handicap a trader 
labours under m allowing long credit as compared with another trader 
who gets his debts in quickly. 

16. Show how a business man benefits by turning his capital over 
quickly. Of the various assets in which his capital is sunk, to which 
two must he give special heed in this connection ? 

17. A manulacturer has before him a copy of a company’s balance 
sheet. Ho desires some light on the question of the company’s ability 
to pay in due course if he supplies on ciodit to the company goods 
worth /300. To what items on the balance .sheet would he particularly 
direct his attention ? 

IX — Chbques. 

1. What is a cheque ? What is the difference in form and in«effect 
between a bearer and an order cheque ? 
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2. Distinguish hclween: (a) a cheque; (6) a dralt made by one 
tjHico on another oilice of the same bank; (e) a bill of exchange; {d) an 
order in tlie following terms: " Pay A B Ten pounds provided the 
receipt hereunder is duly completed by him." 

3. What IS a " post-dated ” cheque ? What is the positiem: (n) of 
the payee of a post-dated cheque; (6) of a banker who has paid such a 
cheque before the date it bears ? 

Say what you know about: (a) undalcd cheques; (A) cheques 
in which the words and figures differ. 

5. Write in correct form a specimen of a cheque drawn to order, 
supplying names and other particulars yourself. Show the form that 
blank endorsement of the cheque would take; also tlie form of a special 
endorsement. Give to each party to the cheque tlie name descriptive 
of the part he takes in tlin transaction. 

6. What is an endorsement of a cheque ? What is its nature and 
purpose ? What difference in effect is tlicre botwoon a blank and a 
special endorsement ? 

7. What form should endorsement take in each of the following 
cases ? 

(») On a cheque payable to Joseph BnADCEy, the payee's correct 
name being Jonas Bradeev. 

(6) On a cheque received by Susan Smith, m which she is described 
by her husband's name as Mrs. Samuel Smith. 

(c) An endorsement by John Bentley as socretaiy of the 

HtOllBOROUGlI PiCTUREDROME, LtH. 

8. Emmanuel Ball is junior partner in the fii m of Wilkins & Ball, 
and Jonathan Brown is the cashier with power to endorse cheques. 
Show how Mr. Bill would sign m drawing a cheque to bo paid 
away by the liini, and how Mr. Brown would endorse a cheque 
received. 

9. George Smith & Sons, of Cape Town, have a bianoh office 
in London. They keep an account at a bank in London, and their 
local manager, Mr JioniNSON, has authority to draw cheques on this 
account for paying amounts owing in this country by ids employers. 
He signs iho cheques thus — 

per pro. Geo. Smith & Sons, 

Wm. R, Robinson. 

Are persons dcalipg with these cheques affected in any way by the 
form of the signature ? 

10. What is the difference in the effects of the following forms of 
signature on a cheque or bill ? 

{a) For the X Y Dairy Co., Ltd., Z., Director, 

(b) Z, director of the X Y Dairy Co.. Ltd. 

11. 'Wliat is meant on a cheque by the words "endorsement 
confirmed," and in what circumstances are the words used ? 

12. A has sent B an open cheque to bearer for £& in payment of goods 
received. C steals the cheque from B, alters tlie amount to £80, and 
absconds after cashing it for the higher amount over the counter of 

14— (1737) 12 pp. 
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the bank on which it-yras drawn. Wli.il is the banker's position, and 
what IS the position of B ? 

13. What are the rights of a holder in due course of a cheque in which 
a material but not apparent alteration has been made ? 

14. Loveli- draws a cheque payable to Mokgan or order; Smart 
steals it and forges Morgan’s endorsement; Lovell’s bank pays it. 
Can the bank debit Lovell's account with the amount ? Give reasons 
for your answer. 

15. (a) If a cheque is drawn payable to bearer, can it be altered to 
an order cheque by endorsement ? 

(4) The printing on the face of a cheque is altered from order to 
bearer in one case, and from bearer to order in another, Are the drawer's 
initials required to the alterations ? 

16. What is an “ open ” cheque, and what is a " crossed ” cheque ? 
Which form do you recommend for general use in business, and why ? 
Nanie some documents besides cheques that may be crossed. 

17. State the exact effect of crossing a cheque, (a) generally; 
(4) specially. 

18. What IS the reason for crossing a cheque ? Give throe different 
specimen crossings and explain the effect of each. 

19. Explain what is meant by " negotiable instrument.” Name 
some examples. 

20. It is frequently stated that the addition of the words " not 
negotiable ” to the crossing of a cheque renders the cheque non- 
transferable. Comment on this statement. What is the value of the 
words ” not negotiable ” on commercial documents other than 
cheques ? 

21. A B dropped a £S Bank of England note in the street. The note 
was found by C D, who handed it to his tailor, E F, m part payment 
of a debt. Explain E F's position in having taken from C D a note 
that did not belong to C D. 

22. State, in your own words, what is the effect of adding to the 
crossing of a cheque: (a) the words " not negotiable ”; (4) the words 
" a/c payee.” 

23. The officials of the Azure Gunpowder Co., Ltd., are — 

Directors: D. Edmunds, Geo. Hughes, Frederick Gee. 

Secretary ; H. B. Woodburn. 

The bankers are the Westminster Bank, Ltd. The company 
owes ;^142 10s. 6d. to Robert Chambers. Show the form of the 
company’s cheque sent in payment of the account, drawn with due 
regard to the prevention of fraud, and to the necessity of safeguarding 
the personal liability of the signatories. 

24. Use the following particulars in showing how you would draw 
a clieque and make it as secure as possible from misappropriation — 

Drawers ; James Bland & Co. 

Payee: William Ford, whose bank is Lloyds Bank, Ltd., 
Heading. 

Drawees : Midland Bank, Ltd , Bristol. 
mount: £273 10s. 
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X COLLECTIOV OK ClIEQOJ'S. 

I. How would you obtain payment of a cheque in each of the cases 
named below ? 

(o) If you had no banking account and received an open cheque 
drawn on a bank in your own tovra. 

(6) If you had no banking account and received a crossed cheque. 

(s) If you had a banking account and received both an open and a 
crossed cheque. 

2. State what you know about the functions and the working 
of the Bankers' Clearing House. 

3. A owes £S to each of B, C and D, in distant towns. In payment 
lie sends five postal orders of £1 each to B; a money order for £S to C; 
and a crossed cheque to D. Explam as clearly as you can how in each 
case the value would be transferred from the one place to the other; 
and how in the distant town the actual payment might be obtained. 

4. Name some of the advantages of the use of cheques, explaining 
what economies arc effected in making payments by cheque instead 
of in coin. 

5. Enumerate different circumstances in which a banker would 
refuse to pay cheques drarvn upon him, and state how the cheques 
would be marked by him in each case. 

6. Are there any circumstances in which a banker may not refuse 
payment of his customers' cheques ? If so, what are they ? 

7. Explain in connection with cheques the terms; (a) collecting 
banker; (6) paying banker; (c) clearing; (d) dislionour; (/■) refer to drawer; 
{f\ payment stopped. 

8. Wlien the holder of a cheque delays its prc.sentation for payment, 
what will be the effect — 

(rt) When the drawer become.s insolvent ? 

(6) When the drawer's bank becomes insolvent ? 

9. If the holder of a cheque fails to present it within a reasonable 
time, how may the delay affect the holder and the drawer respectively ? 

10. What is a “ marked " or “ certified " cheque ? What is the 
purpose of the marking, and in what circumstances would it be 
resorted to ? 

II. Explain the meanings of the following "answers " placed on 
cheques returned unpaid, and the reasons why payment has not been 
made; (a) cheque mutilated; (6) out of date; (c) crossed two banks; 
{d) effects not cleared; (e) second endorsement required. 

12. Explain the position occupied by the Bank of England in the 
Clearing House system. 

13. How, and by whom, may the payment of a cheque be stopped ? 

XI — ^Bills of Exchange. 

1. You are required to draw a bill of exchange from the particulars 
below — 

Dale ; ISth March, 19... 

Drawsrs ; Brooks & Brassev. Birmingham. 
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Drawees: Nathani?;! AnROWSMmi & Co., Lonuo.v. 

Payees: l^ROOKS & 'Bkassey. 

I'eims: 30 d/d. Amount: £1^0. 

Thu bill is acccpicd by the tlrawech, piiyiible al 'Barclays Banli, 
Lombapl Street. Show the .icroptance, the stnmp duty, and the due 
date. 

2. On the Isi J.uiiuiiy, Jones & Son, of Lo.n'don, diaw upon 
R. Paton a- Co., Lin , ot Nouwrcii, at three iiiunlhs t(|ir /;102 3s. 6d 
The bill was duly accepted by the drawees, the acceptance being signed 
by a director and the secretary of the company. Un the return of tlie 
acceptance to the drawer,s, their general manager, R. McLaren, 
who had authority to do so, endorsed it to Tiios, Robinson & Sons, 
Show the forms of the draft, the acceptance, and the endorsement. 

3. Goods have been delivered by Davion, Potter & Co., of 
Blackburn, to James Lewis, of Liverpool, as follows — 

reb. 2 Goods /58 10 0 
12 ., 72 10 0 

18 , 143 15 0 

26 37 6 0 

You arc required to draw a bill for the above payable at one month 
from the avciagc date of the traiisactioms. 

4. Name four different kmds of acceptance, Show specimens. 

5. (a) When is it necessary that a lull ol e.\chaiige be accepted ? 

(i) Ts the drawee of a bill of exchange bound to accept il > 

(«) Must the holdct of a lull of exchange refuse a fpialifiod acceptance ? 

(<i) If ho takes a qiiahricd acceptance, what ma y bo the consequences ? 

0, What different parties may there bo to a bill of exchange ? 
Explain wliat benefits are derived from the use of bills of exchange 
in modern commerce. 

7. Explain exactly what you understand by discounting a bill of 
exchange. The holder of a bill for ;£438 10s. due in tliree months 
from now discounts it at G % per annum. How much does he receive 
for the bill ? 

8. Arthur Bury & Sons, of Manchester, have sold goods to 
Cluny & Dryden, of Cape Town, to the value of £535 10s. You are 
reque.sled to draw in duplicate on the 2ncl March a bill at thirty 
days' sight for the amount, making it payable to the United Bank of 
South Africa, or order. Show the amount of the^lamp duty payable 
here on the draft. 

9. The Manchester Engineering Co. .ships goods value ;^800 
to the Bombay Spinning Co. The National Bank of India in London 
agrees to advance to the Manchester Engineering Co., 80 % of the 
invoice value of the goods on security of a draft, with documents 
attached, these to be surrendered to the Bombay Spinning Co. on 
their accepting the draft. Explain fully the procedure to be followed 
by each of the parties concerned. 

10. What is a " documentary bill " ? Briefly describe the documents 
you would expect to find accompanying such a bill. What aiie the 
special uses of such bills ? 
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11. Short of demanding cash with order, what is the chief way by 
which an exporter of goods can ensure that he shall receive the price 
of them from his customer over-sea ? Explain in detail how the exporter 
should proceed. 

12. Name the various services that banks render in cqnnection 
with bills of exchange. 

13. In what circumstances is it advisable to mention the rate of 
exchange in a foreign bill ? "Why and when is an interest clause 
frequently included in a foreign bill ? 

14. A bank advances money upon goods shipped on consignment 
abroad. How will the bank secure this advance in the ordinary way 
of business, and how will it collect the value of the goods ? 

XII — ^Morb about Bills. 

1. What is meant by the "tenor ” of a bill of exchange ? If 
an inland bill is dated 1st March, and drawn at 60 d/d, w'hen will 
it fall due for payment ? If the bill were drawn at 3 d/d, when would 
it fall due ? If it wore drawn at 60 d/s and accepted on 15th March, 
when would it fall duo in that case ? 

2. What is the position of the holder of a bill of exchange that falls 
due on a Sunday or a Bank Holiday ? 

3. What are days of grace” ? When are they allowed, and how 
are non-business days dealt with in this connection ? 

4. Name some of the difieiences between inland and foreign bills. 
Why are foreign bills commonly drawn at so many days after sight, 
instead of after dale ’ 

5. Define the term “ bill of exchange,” and state whether the 
following come under the definition or not — 

(а) Pay A or order ;£50 on the death of X. 

(б) Pay A or order ;^50 ten days after the arrival m London of the 
good ship "Swallow.” 

(e) Two months after date, pay A or order Fifty loads of hay. 

6. Monsieur A. Bouteille, of Marseilles, owes to the Huncoat 
Spinning Co., of Manchester, £282 10s. You are required to draw 
up m proper commercial form, a bill of exchange, dated 1st Marcli, 
at 30 d/s, in settlement. The amount must be expressed in French 
currency; the rate of exchange to be taken as 25-26 francs to the £1. 

7. What is the amount in English currency of each of the following — 

(a) 1,640 francs at 25-25 to tire £1 ? 

(i) 1,740 marks at 20-51 to the £1? 

(c) 2,500 rupees at 1/4 J the rupee? 

8. Explain what you know of the rights and the liabilities of 
(a) the drawer; (b) the acceptor; (e) the endorser; (d) the holder of a 
bill of exchange. 

9. A bill, negotiated to you for value through several holders, is 
dishonoured on presentation by you for payment. What exactly 
will you do ? 

W. Explain the terms: “ holder in due course ”; " transferor by 
delivery ”; “ endorser sans reeours "; “ payment supra protest.” 

14a oI 12— (1737) 
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n Give an examplo, of n restiicUve endorsement, and explain the 
position of the endorsee under the endor.semeiil. 

12. What IS an “ accommodation bill ” ? Kor what purpose would 
such a bill he issued, anrl what liabilily docs a man incur by acceptme 
such a hjU ? 

13. What do you understand by " piotcstins " a bill of exchange ? 
Wlien is such a course necessary ? Describe Uie procedure. 

14. In what ways may a bill of exchan,qe be di.shonouied ? State 
the rules for noting and protest of: (n) an iiihinil lull; (i) a foreign bill. 

15. Explain the meanings of the following terms iiseil m connection 
with bills of exchange — 

(a) Drawing: (6) Accepting; (t) Retiring; (rf) Racking, (e) Renewing. 

16. Is It the geneial practice in this countr)' for business men to 
negotiate cheques ? To what extent is it the practice to negotiate 
bills of exchange given by dcbtois to their creditois m the ordinary 
course of trade ? A has accepfod a bill for ^100 drawn upon him hy B 
A fortnight before payment is due, it becomes clear to A that he will 
not be able to meet the bill Explain in detail the course you would 
advise A to take. 

17. Bertram Wiiiieiiead borrows /30 from Graham Woouward. 
Show; (a) an lOU; and (A) a proims.sory note for the amount. Say 
wliat stamps they rcqniic. 

18. Give a specimen of a joint and several nolo. Explain the object 
of taking a note in such form, and say how it differs from a joint note. 

19. What stamps aie required on — 

n) A bill for £275 at three months alter date. 

4) A bill for £175 at three days after sight. 

(c) A promissory note for £75 payable on demand. 

20. State the lulcs governing the stamp duly on promissory notes, 
A gave B a promissory note for £210, payable cm demand with interest 

at 7 % per annum from the date of the note to the date of payment. 
Draw the note and show the stamp duty. 

XIII — Export Trade. 

1. Draw up in proper style a shipping invoice lor the following — 
Sold by Mekru-eks & Holt, M^ikchesteu, to the Bonanza Co.. 
Yokohama, Japan, five case,s linen goods marked 

1 /a Yokohama, shipped hy SS. ■' Fhntsliive " from Birkci 
date, 21.st Dccembei — 

No. 1 — 30 pcs. 40* Loom Damask Tabling, 

20/50, 10/43 .= 1,430 yds. @ Sjjd. 

.. 2/3 — 60 pcs. 46' Loom Damask Tabling, 

40/55, 20/59 = 3,380 yds. @ 5?d. 

,, 4/5 — 40 pcs. 50' Loom Damask Tabling, 

37/54, 2/50. 1/37 = 2,135 yds. @ 6id. 

Deduct 2 % from the amount of tlie goods 


< 0 > 
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Charges: Packing, five cases @ 10s. 6d.; fieigRl, aO cub. it. @ 40s. 
per ton measurement, and 10 % primage; marine insurance, /20O 
@ 6s. 8d. % F.P.A,, and stamp. 

2. Make out in correct Xorm, an export invoice tor the foiltowing 
goods and charges — 

S^jipped liy James Woouleigh & Co., of Liverpool, io George 
Goocii, of Durban, by SS " Richmond ” from Liverpool, 10th March, 
eighieen iron-hooped crates containing — 

180 boxes, each 24 lb. Stearine candles @ 5s 3d the dozen lb. 

Each crate mea.snves 4' 9* X 1' 6' x 2' 2*. Freight is charged 
@ 22s. 6d. the ton of 40 cub. ft. plus primage, 10 %. Insurance A/R. 
on ;{110 @ 7s. 6d. %, and stamp. Bdls of lading and stamps, 3s. 6d. 
Commission, 21 %. 

3. Fi-om the particulars below, write ont a form of shipping 
invoice — 

Date: 23rd March. 

Consignors: Appleton & Bcrv, Manchester. 

Consignees: H. Metiia & Co., Bombay. 

Five cases, each measuring 3' 6' x 2' 9* x 3' 0*, marked H M 
Bombay, shipped per SS " City of Karachi,” Birkenlicad to Bombay. 

Contents: Eacli case, 75 pcs. Shirtings, qual, 13, @ 10s. the piece. 

Charges: Five eases @ 10s. each; freight, 25s. per 40 cub. ft., and 
10 % primage; shipping charg&s, 5s.; postages and bill stamps, 3s. Od ; 
B/L, 2s. 6d.; Insurance, /250 @ 10s and stamp; commission, £5. 

Order: B257873. 

4. Wliat information can you give alioiil the pacliirig of goods 
for export ? 

5. Wliat amount would be charged for freight on — 

20 bales, each measuring 3' 2* x 2' 4* x 3' 6* 

20 cases „ „ 3' 4' X 2' 2' x 1' 10' 

at 27s. 6d. per steamer ton, with 10 % primage ? 

6. You are an exporter of stationery, and have received an ordci 
from Melbourne for your stock hnes of goods to the value of £100. 
Describe the steps you would take in getting tlie goods shipped to youi 
customer in Melbourne. 

7. Explain fully "what yon know about the nature and uses of a 
bill of lading. 

8 What is a mate’s receipt ? Distinguish between it and a bill 
of lading. By whom and to whom is a mate's receipt issued, and 
what is the diflcicnce between a "foul” and a "clean” receipt? 

9. What IS the difference in marine insurance between general and 
particular average ? What are the meanings of F.P.A. and W.P.A. ? 
What is a war risks policy ? 

10. A city merchant receives from abroad an order tor goods, which 
is executed in due course. Explain what various documents will have- 
to be prepared in connection with this order from the time of its receipt 
in London down to the date when the goods ai-e despatched. 
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XIl7 — Export Tra UE — coniinued. 

1. Describe briefly some different methods by whicli orders may 
be procured and executed in foreign trade. 

2. V'rite out in correct form for a manufacturer an export invoice 
for the following — 

Date; 22nd March. 

Sellers: A. Ansell & Co., Ltd., Stoke-on-Tkent. 

Buyers; Lego & Emdley, Grainger St., Sydney. 

Shipped per SS. “Empire" from London. 

Six cases, each contammg 25 sets XL Dinner Ware @ 30s. the set. 

Charges; Freight, £3 6s.: insurance, 12s. 8d,; dock dues, £X ISs.; 
bills of lading, 2s.: packing. ^10 10s. 

Marks: L & E, Sydney, 1 to 6. 

3. A merchant may quote for goods F.A.S. W'hat does this mean ? 
Mention five other kinds of prices commonly quoted for goods, give 
their commercial abbreviations, and explain exactly wliat each means. 

4. In answer to a question, an examination candidate wrote — 

It is more advantageous to buy C.I.F., tlian to buy F.O.B., because 
in the first case the shipper pays the insurance and freight, whereas 
in the second case he only puts the goods on the steamer free, There- 
fore I should always purchase C.I.F. ” Do you agree with these remarks? 
If you do, explain why merchants ever buy F.O.B. If you do not agree, 
say exactly why you differ from the writer. 

5. If you are prepared to sell 5,000 yards White Sheeting ox ware- 
house for lOJd. a yard, what price the yard would you quote a South 
African buyer C.I,F., Cape Town, if packing the goods in eight cases 
cost 13s. 9a. the case: carriage to docks, 22.s. 9d.: dock charges, 18s. 3d.: 
B/L, 2s. 6d.; freight, £7^ 10s.; and if insurance could bo effected at 
8s. 6d. per cent. ? 

6. Make out a C.I.F. invoice for the following, also invoices for 
the same goods C. & F., and F.O.B. Omit the headings. 

15 doz. White Cotton Turkish Towels @ 6s. 6d. the doz. 

36 ,. Cairo „ „ „ @ 25s. 3d. 

28 „ Grey Sultan Cotton ,, @ 17s. 9d. „ 

2 pieces Grey Cotton RoUering »= 43 yds. @ 7Jd. the yard. 

Packed in five cases, total weight, 20 ew't. 1 qr. 

Carriage to docks @ 35s. the ton; dock charges, 44s. 9d.: B/L, 2s. 6d.: 

Freight, £25 18s.; insurance @ 15s. % on the value declared. 

7. From the particulars below, make out a franco invoice in metres 
and francs — 

Shippers; B. Burton & Co., Manchester. 

Buyers; J. Georges & Cie, Amiens. 

Shipped per SS. " Swansail " from Hull. 

Five cases, each 30 pieces black Jeannettes, 9,750 yards @ 7d. the yard, 
iVoto— 1 yard = M 0.9144; £\ = Fos. 25-22. 

8. What is a consular invoice ? Mention some of the coilntries 
for which consular invoices are required. 
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9. In what docs a consular invoice diller from an ordinary export 
invoice ? What purposes docs a consular invoice serve ? 

10. What is a certificate of origin, and for what purpose is such a 
rcrtilicate required ? 

11. Explain the position of an agcnl in the export trade a.s 

distinguished from that of a merchant. • 

12. State shortly the mam differences between home and foreign 
whnlesale trade. 


XV — Foruigm Telegrams, 

1. Give a summary of the international regulations in force for 
foreign telegrams. 

2. What are tho different ways in which ordinary-iato foreign 
telegrams may be written, and wliat are the rules to be observed in 
regard to each way ? 

3. State briefly what yon know about the facilities for sending 
cablegrams at reduced rates, and about the regulations regarding 
such telegrams. 

4. Name three tclegi’aphic codes in general commercial use. What 
advantages are secured by the use of codes, and on what principles 
are they constructed ? 

5. What has bean the cause of the development of telegraphic 
codes ? What steps have the telegraph companies taken to counteract 
the growing use of these codes, and to increase tho volume of cable 
traffic ? 

6. Describe a telegraphic code and its uses. Write out a brief 
message in an actual or an imaginary code, and decode the message. 

7. How can you use an ordinary public telegraphic code and yet 
be able to transmit your telegram by secret cipher ? 

8. Give some brief illustration of the principles on which phrases 
or sentences may bo combined, so that several phrases or sentences 
may be condensed into a single code word. 

XVl — Imports. 

1. Name the diflerciit parties from producer to consumer through 
wIio.se hands, or under whose control, goods may pass in either the 
export or the import trade. 

2. You recoive.an advice from the Delaware Trading Co. that 
tliey have forw.-irded to you pei SS. "Andalusia,” a consignment of 
American goods. In’ due course, you receive the bills of lading. Wliat 
steps would you take to obtain possession of the merchandise, it being 
assumed that you do not employ an agent ? 

3. A. Symons & Co., of London, import from Rangoon, per SS. 
•' Vollunno,” 1,000 bags of rice. Explain the procedure they must 
follow to take delivery of the rice ex steamer at the Royal Albert Docks 
What procedure should they follow if they imported SOO half-case, 
of currants from Patras, and desired to warelionse them at the docks ? 

4. Explain the genera] procedure by whidi produce, as distinguished 
from manufactured goods, is usually disposed of 'in an import markets 
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and mention the namps and describe the cliaiacter of the documents 
employed in this connection. 

S. Rule up and write out a form of invoice embodying the following 
particulars — 


Buvef: James Atkinson & Co., Birminoiiam. 

Sellers; Silas Baiiker & Co., Eastciieap, London, E.C.3. 

Nine chests Assam Fannings, ex “ City of Lucknow ’t. 
cwt. qrs. lbs. 

3319 ■ " *" 


21 


19 111 . 
18 


Price 9d. pei lb. In addition to the tare, there is a draft allonanco 
■of 1 lb. the chest. Discount at 1 J % will be allowed for cash in 14 days 

6. I employ a broker to sell tor me some dried fruit which, m the 
•course of my business, I have imported from V alencia. After he has 
sold the fruit my broker sends me an Account Sales. Explain the 
functions of such a broker, and the exact character of the Account Sales. 

7. Make out an Account Sales for 150 barrels of coffee e.v " Malwa " 
from Jamaica, and sold by Buknner & Coates, Liverpool, for and 
on account of Peter Banks & Co., I'ort Antonio, Jamaic.i — 

Gross weight: 286 cwl. 3 qrs. 111b. 

Tare and draft: 34 cwt. 2 qrs. 6 lb. 

Sold at 63s. 6d. the cwt. 

Charges: Entry and dock dues, ^2 Ls. 6d.; marine insurance, ^5 3s.; 
freight on 286 cwt. 3 qr. II lb. @ 4S.s. the ton of 20 cwt.; cartage and 
porterage, £3 12s. 6d.: auction expenses, 4s.; bank commission and 
interest on charges, 6s.; commission and del credere @ 2J %. 

8. Explain what is meant by " duty free goods,” and by '' goods 
in bond.” 

9. What is a " dock warrant " ? 

10. From what countries do we import the following goods, and at 
what port or ports would each usually arrive ? — ' 

(а) Raw cotton (d) Coffee 

(б) Wool (f) Timber 

[c) Tea (0 Wheat 

11. Mention some commodities usually sold by .standard, and others 
usually sold by sample. Can you suggest any reason why some com- 
modities are customarily sold by standard, and others by sample ? 

12. A manufacturer has accepted orders for future delivery of his 
goods at specified prices. How may he protect himself against un- 
favourable fluctuations in the price of the raw material he will require 
for making the goods ? 
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13, What do you understand by the terms “ Iu^urc.s ” and " hedge ” ? 

14, What IS customs duty and how does it differ from excise duty ? 
Mention a few articles on which such duties are levied. 

15, An importer of foreign goods lias to “declare" the consign- 
ments he receives. What is meant by “ declaring ” such gogds, and 
how is it done ? What must an importer do to obtain posse.ssion of 
dutiable goods ? 

fS. For what purpose are customs duties imposed on goods entering 
the United Kingdom ? Contrast this purpose with the purpose for 
which customs duties are levied, in the Umted States, for example. 
What precautions are taken by the Government to make sure that all 
dutiable goods imported shall be brought into account ? 

17. What purposes are served by bonded warehouses; (a) from the 
point of view of the Government: (b) from the point of view of the 
merchant ? 

18. What is an excise drawback, and what a customs drawback ? 

19. What are meant by the terms:" gross," “ tare,” " net,” " draft” ? 

20. What do you understand by goods being sent “ on consignment ” ?' 
How does a consignment differ from a sale, and in what relationship 
does the consignee stand to the consignor ? 
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CHAPTER XVII 

THB SERVICES OR B/VNKS 

I. A Variety of Services. Earlier chapters of this manual 
have already dealt with several of the services that banks 
render to the business community. The chapters on Cheques, 
Bills of Exchange, and Foreign Trade described somewhat 
fully the paying and the collecting of cheques ; also the 
presentation of bills of exchange, inland and foreign, for 
acceptance and for payment. They treated of the dis- 
counting of inland bills, and of the purchase of, or advances 
against, bills to be collected abroad. These passages should 
be read again as coming under the subject of the present 
chapter. In the following list the above and other functions 
of the banker are summarized — 

(i) Uccejpt.gJ-money (or safe custody — ■ 

■0 On Current account with the person paying the money in ; 

(b) On deposit account with the payer-in ; 

(c) For accounts other than those ol the persons paying in. 

(ii) Transfer of money from place lo place — 

(а) By paying or collecting cheques, bills of exchange, or similar 
orders ; 

(б) By issue of bankj^afts or letters of credit ; 

(c) By transfer in account' between banks in different towns ; 

(d) By issue of bank notes. 

(iii) Supply of credit to customers — 

(«> By granting loans and overdrafts ; 

(6) By short advances on bills of lading and similar documents ; 
221 
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(c) By discounting, bUls not yet due, or by advances, on bills 
received for collection abroad; 

(d) By accepting drafts on behalf of customers. 

(iv) Miscettaneoits services, snch as the safe custody of deeds and 
valuables of other kinds belonging to the bsinker’s customers, the 
purchase and sale for customers of stocks and shares, the acting as 
executor or trustee for private pei sons’ estates or as treasurer of 
public funds, the making and answering for customers of inquiries 
between banks about the means and standing of traders. 

These numerous activities have been set out as varieties 
of three main functions, with a fourth and miscellaneous 
group of services added. It remains for us to consider in 
some detail those of the duties named to which we have not 
previously paid particular attention. 

2 . The Current Account. (1) Its Uses. The ordinary 
banking account of the business man is a current or running 
account into which money may be paid, or from which money 
may be drawn out, at any time. In most instances it is with 
three primary objects in view that a business man keeps a 
current account at a bank. His objects are: First, that his 
business funds may be lodged in a safe place; secondly, that 
the business man may avail himself of the bank’s services for 
the collection of the cheques he receives in the course of his 
business; thirdly, that he may enjoy the facility of remitting 
by cheque the accounts he has to pay. The interest that 
the banker may allow on the balance of a current account is 
a minor consideration. If the chief object in placing money 
in a bank is to earn interest, a deposit account, and not a 
current account, is what should be kept. It may be that 
in opening a current account a commercial man intends to 
make use of the banker in some of the other ways set out in 
the preceding summary; but the objects just named are the 
usual ones. 

Money at the bank is not only safer— it is more convenient 
there than in the merchant’s own office. It is more con- 
venient because he is relieved of the trouble of taking care 
of it, and because, lying at the bank in the form of a credit 
to be drawn against at the owner’s will, it is much n^ore 
readily available for remittance than it would be as coin or 
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notes in an ofi&ce safe. As everyone knows, the banker does 
not undertake to keep the identical pieces of money entrusted 
to him by his customers, and to restore them exactly as he 
took them, when the owners require him to render account 
of his stewardship. Nevertheless the customer of a bank is 
entitled to have back, on demand, the equivalent of the whole 
or any part of what he leaves at the bank in current account. 
The banker holds himself ready to repay on presentation of 
the customer’s cheque, and to repay to any person indicated 
in the cheque. The present-day banking arrangements for 
the collecting and paying of cheques are so well adapted to 
the needs of commerce that the banks have no effective com- 
petitors in this work of transmitting business payments from 
place to place. And these facilities attach to a current 
account as a matter of course, by banking usage, and with- 
out any special agreement between the banker and the 
opener of the account. 

(2) Opening of the Account. Just as a prudent trader 
makes inquiry in similar circumstances, so a banker, before 
opening a new account, is careful to obtain trustworthy 
information about the character or reputation of the pros- 
pective customer. , Should the banker not already Itnow the 
applicant for an account, he wUl require him to be intro- 
duced by someone he does know. Or, he will ask for the 
names and addresses of two responsible persons from whom 
he may seek the information he desires. If, without such 
inquiry, he issued cheque books to all comers, dishonest per- 
sons would apply for them; and, after exhausting the funds 
with which their accounts had been opened, they would palm 
on to the public worthless cheques with nothing in the bank 
to meet them when presented. The preliminary inquiries 
satisfactorily concluded, the banker will allow the account 
to be opened and operated upon. He will have taken par- 
ticulars of the full name, address, and occupation of the 
applicant, and a specimen of his ordinary signature, so that 
he may refer to it and compare it at any time with the 
signature on cheques drawn on the customer’s account. 
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A cheque book \Fill be issued on the customer’s signing an 
order for one, the order authorizing the banker to charge to 
the account the value of the stamps impressed on the cheques. 
A patis book will also be handed to the customer, and in it 
will be entered to his credit the amount paid in to open the 
accoimt. From time to time this pass book should be^ left 
al the bank to have the transactions on the account written 
up in it. The book derives its name from its continual pass- 
ing to and fro in tliis way between the banker and the person 
whose account it contains. 

When an account is opened in the name of a partnership, 
a specimen signature of the fimi’s name as written by each 
partner will be required, together with the full name and 
other particulars of each member of the firm. As has been 
explained in another place, the signature of a firm consists 
of the name of the firm written by one of the partners; and, 
in the absence of agreement between them to the contrary, 
any one of the partners is entitled to draw and sign the firm’.s 
cheques. Death or retirement of a partner has the effect of 
dissolving the finn, and the new partnership consisting of the 
surviving members of the old firm must make a new start 
with the bank. 

Accounts arc sometimes opened in their joint names by 
two or more persons who are not partners. Then, if one of 
the persons dies, the right to deal with money in the banker’s 
hands falls to the survivor or survivors. Cheques drawn on 
a joint account should be signed by all the joint-holders, 
unless one has been given authority to sign for all, and the 
banker has been authorized to act on such signature. 

In opening an account with a company, the banker will 
ask for a copy of the Memorandum and Articles of Associa- 
tion of the company. He will ask to sec these in order to 
acquaint himself with the powers that the company possesses 
for borrowing money, or — ^what amomits to the same tiling— 
for overdrawing its bank account; and to acquaint himself 
with any regulations, with regard to the bank account, that 
the Articles may contain, A company’s activities are limited 
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by law to the powers taken in its Memorandum of Associa- 
tion, and bankers and other persons dealing with the com- 
pany are presumed to have knowledge of what these powers 
are. Any transaction of the company which was ulirtS vires 
{i,e., outside the company’s powers) would be void at law. 
Tbefefore, if a banker lent the company money when it had 
no power to borrow, or when it had already exhausted its 
powers in that respect, the banker, even though he had acted 
under agreement with the company’s directors, could not 
call upon the company to refund the money, the reason being 
that the agreement was invalid. In such a case, the banker 
would probably have only the directors in their personal 
capacities to look to for repayment. 

The banker may also consider it prudent to see the com- 
pany’s certificate of incorporation, or, where the company is 
a public one, its certificate permitting the commencement of 
business, for until a public company is authorized to com- 
mence business, its contracts are provisional only. Further, 
the banker would require a signed copy of the directors’ 
resolution providing for the opening of the bank account and 
instructing him how cheques, biUs, and similar documents 
are to be signed, endorsed, or accq>ted, and by whom. As 
before, specimens of the requisite signatmes must be furnished 
to the bank. 

(3) The Pass Book. Periodically the pass book should be 
checked with the Cash Book of the business. Were delay to 
occur in pointing out a wong entry in the pass book, the 
position of the trader might be compromised. The pass book 
when written up by the bank and handed to the customer 
amounts to what the lawyers call an " account stated.” If a 
wrong entry against a customer were to remain unnoticed for 
a time, the fact of his not having taken earlier exception to 
the entry might, in certain circumstances, be construed as 
acquiescence on the customer’s part. The omission to take 
exception might, on the late discovery of the error, prejudice 
his claim for its correction by the bank. On the other hand, 
the customer is entitled to rely to some extent on the entries 
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made in his pass ^)Ook. If, because of wrong entries therein, 
the customer had drawn a cheque for a larger amount than 
he actually had at the bank to meet it, and the cheque had 
beeno returned to the holder unpaid, the customer would 
probably be able to recover damages from the banker for 
injury to his reputation consequent upon the dishonour of 
the cheque. 

When the pass book is checked with the business Cash 
Book, a statement of reconciliation between the two books 
should be drawn up in a form like the following — 

Reconciliation Statement 

Pass Book Balance — credit ot bank . 

Add unpresented cheques — 

C.B. folio 102, Blake . 

„ 103, Carter . 

„ 103, Duncan 


Deduct: paid into bank, but not credit 
pass book, C.B. folio 103, March 31 

Cash Book Balance — credit of bank . 

(4) Interest and Commission. In London the banks expect 
a customer to maintain a satisfactory balance on his current 
or drawing account and, if he does this, no charge is made 
for the working of the account. No interest is, however, 
allowed him on the balance. In the provinces, the custom is 
to allow interest on a current account when the balance is in 
the customer’s favour, and to charge commission for the pay- 
ment of the customer’s cheques. For an account of fair size, 
the commission might be ^ per cent, of the turnover (Le., 
of the total of the cheques paid); for a smaller account, 
J per cent, might be charged. But for a large account, a 
round figure (e.g., ;£100 a year), as the banker’s remuneration, 
would probably be agreed upon when the account was 


, 31.?f March. 192.. 


,/:538 3 2 
lln 11 8 
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opened. The commission and the interest are entered in the 
account at the end of each half-year, usually on 30th June 
and 31st December. Tlie pass book does not show how the 
interest, if any, is computed; hut where interest is to be 
allowed, or where, in the case of an overdraft, it has to be 
charged, the ledger account in the bank's books would 'be 
ruled in a special way. 

In the specimen shown on page 227, the credit balance 
with which the account Opens on 1st January remains 
unchanged for ten days. This balance is taken at the 
nearest number of complete pounds, viz., £302. Suppose the 
rate of interest allowable to be 3 per cent, per annum, then 
the interest due for these ten days will be found thus — 
£302 X 10 X -03 -i- 365, 

"03 being the interest on £1 for the year, and nYUhs being 
the time in years. Our product of 3,020 in the specimen ' 
account is the first step in this calculation. The other .steps 
are left for completion at the half-year’s end. The reader 
will note that the interest on £302 for ten days is just the 
same as that on £3,020 for one day; the interest on £356 for 
two days, the same as that on £712 for one day. He will 
note also that, if these two amounts of interest were found 
separately and were then added together, they would come 
to the same as the interest on £3,732 for one day. There- 
fore if the 3 per cent, rate remains in force until 1st February, 
the interest for these thirty-two days on the balances shown 
in our illustration will be the equivalent of 3 per cent, for 
one day on the total of the products, that is, on £10,937. 
To save time, the completion of the calculation at the half- 
year’s end is made by means of a book of interest tables. 
The proceeds of many cheques paid in for collection would, 
of course, not be available for earning interest until the 
second or third day after they were paid in; yet for con- 
venience in book-keeping, banks commonly credit these 
cheques to the customer's account at once. To simplify the 
calculations in such cirmmstanccs, it might be arranged thal , 
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until the third day, interest should not be allowed on any- 
thing paid in. That would alter the total of the products in our 
example from £10,937 to £10,937 - (£154 x 2) = £10,629. 

3. The Slip System. Banks work on a system of reofuiring 
the customer to fill in and sign a slip to substantiate every 
opetation on his account. The most important of these slips 
is the cheque that must be drawn before the banker will pay 
any money out, even to the customer himself. When a pay- 
ment is made into current account, a paying-in slip is required. 
This usually has a counterfoil attached, which the bank 
cashier initials and hands back to the person paying in, as an 
acknowledgment of the amount. If notes or coin are to be 
changed, an exchange slip must be filled in; if a new cheque 
book is needed, an order for it must be signed and delivered 
by the customer. If it is a bank draft that is wanted, a fifth 
kind of slip is asked for. If it is a bill of exchange to be 
collected, a sixth; or an acceptance to be paid, a seventh 
form must be used. By some banks the cheques that they 
have paid for customers are retiumed to the customers in the 
pockets of their pass books. By other banks these paid 
cheques are retained as evidence of authority for the making 
of the payments. Any particular cheque would nevertheless 
be produced if the drawer requested inspection. 

For the pay-in slip a common form in use outside of 
London is shown on the following page. And the reasons, or 
some of them, for the particular form it takes may be given 
here. The totals of notes, gold, other coin, of local cheques, 
and other cheques, are to be set out on separate lines to 
permit of their being entered up in separate columns in the 
books recording the bank’s daily receipts. When a cashier 
pays money out, he has similar particulars endorsed on each 
cheque he pays, so that these also may be entered in separate 
columns in the books recording the bank’s payments. Should 
the cashier, at the end of the day, be out in his balance, the 
separate columns will help him to discover if what he is short 
or oyer, or any part of it, is in the notes, or the gold, or the 
other coin. Further, Bank of England notes are shown by 
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themselves because of the practice of many banks of return- 
ing the same day to the Bank of England all the notes they 
receive; and of a record of these being made in a book kept 
for them alone, the totals of which book should coitespond 
with the notes columns in the other books. For a similar 
reason, Manchester cheques are, in our specimen pay-in slip, 
entered separate from London and Country cheques. The 
Manchester cheques, it will be remembered, are cleared locally, 
whereas the others are sent up to the head office of the bank 
in London to be dealt with there. 

4. Deposit Accounts. A current account we defined as one 
to which money may be paid in, and from which money may 
be drawn out, at any time. Where the money lies at the 
bank on deposit account, it cannot be drawn out without 
notice. But interest is alwa}^ allowed on a deposit account; 
and, even when a banker allows interest on his current 
accounts, his rate for deposits is a slightly higher one. Seven 
days is a customary length of notice required; but a stipula- 
tion for a longer period of notice may be made when the 
account is opened, particularly if the amount deposited is a 
large one and the rate of interest favourable to the depositor. 
To meet the demands that may be made on him at any time 
for repayment of his current accounts, the banker must 
always keep by him sufficient available funds. Experience 
teaches him how much to reserve for this purpose. He must, 
however, prepare for emergencies by providing more than he 
will usually need; and some of the money will therefore very 
frequently be lying idle with him. The money for his deposit 
accounts may, pn the contrary, be put out at interest up to 
the last penny; for that money is not repayable to the customer 
on demand, and bankers, especially in London, have numerous 
opportunities for the lending of large sums for very short 
periods. It is because deposit account funds can be more 
freely employed that the banker is able to pay somewhat 
more liberally for the use of them than he can for those left 
on current account. The banker’s usual rate for deposits is 
2 ‘per cent, below the Bank of England published rate for 
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discounting bills. And, as this latter rate seldom exceeds 
5 per cent, per annum, and has usually been lower, it will 
be seen that, for profitableness to the owner of the money, 
bankers' deposit accounts cannot compare with many invest- 
ments of other kinds that are considered safe. Most persons 
with funds permanently at liberty place tliem in other quarters 
where they regularly yield a better return. 

NOT TRANSFERABLE. 

No. 308433. 

— DEPOSIT RECEIPT — 

The Midland Bank, Limited. 

Branch, 

£ ,192.. 

Received oI 

llic sum of 

to be placed to Deposit Account with the Bank. 

For The Midland Bank, Ltd. 

Enid Manager. 

Receipt Clerk Cashier. 

I’liis Receipt to l>e given up on withdiTiwal of tlie whole or 
any part of the Deposit. 

For money left on deposit, a banker usually gives a Deposit 
Receipt in the form above. Before the customer can get his 
money back on expiry of the notice of withdrawal, he must 
surrender the Deposit Receipt endorsed with a signed order 
to repay. 


H 
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CHAPTER XVJIl 

THE SEUVICES OF BANKS (CONTINUED) 

5. Overdrafts and Loans. The business of a trader consists 
of buying goods and then selling them at an increased price. 
Similarly, the business of a banker may be described as 
buying the use of money at one rate of interest and selling 
the use of the same money at a higher rate. Bankers have 
other sources of profit; but their chief source is this difference 
between the price they get when lending and that they give 
when borrowing. Lending, then, is as much part of the 
business of banking as borrowhig is, and much of the lending 
is done to traders and others who are temporarily short of 
money for carrsdng on their businesses. 

A banker may grant the borrower either a fixed " loan ” 
or an " overdraft.” Moreover, a loan may be granted to a 
person who has no current account at the lending bank. 
Then the sum lent, when drawn out by the borrower, is 
debited in the bank books to a “ loan account '' bearing his 
name. If the borrower on a fixed loan has a current account 
at the bank, the sum lent him will be debited to his loan 
account and credited to his current account, so that he can 
draw cheques against the credit thus created in his favour. 
When the accommodation given talces the form of an ovei-- 
draft, the customer is allowed simply to draw on his current 
account cheques for more than the amount he has in the 
account, these cheques to be honomred by the bank up to a 
limit fixed when the right to overdraw is granted. In the 
case of the loan account, interest is charged on the fuU amount 
placed at the borrower’s disposal. With the overdraft, the 
charge is made on the debit balance of the current account; 
and, as this balance varies, it follows that the borrower in 
the,, latter case does not pay interest except on the money he 
actually uses from time to time. Still, the rate of interest 
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charged for a fixed 'loan may be a little less than the rate 
for an overdraft. 

Tlie money a banker lends to one class of customers is, 
nearly *all of it, what has been paid into his hands by 
customers of another class. Money is the banker’s stock- 
in-trade; and it is a stock-in-trade in which brisk business "is 
usually done, for it moves into and out of the bank very 
freely indeed. The capital of his own that a banker employs 
in his business is never at any time the equivalent of more 
than a small fraction of his assets. In all banks the capital 
is small in comparison with the turnover. That is why a 
low rate of profit on tlie large turnover brings a handsome 
return on the capital employed, and makes banking so 
profitable a business to engage in. 

6. Banker’s Securities. A banker may allow a customer, 
if the banker knows him well, to overdraw his account with- 
out any security being given; perhaps merely on the appear- 
ance of his position as disclosed in a Balance Sheet sub- 
mitted by the borrower. But, as a general rule, security 
must be offered when a loan or overdraft is wanted. The 
security may take various forms. The principal are as 
follow — 

(1) Mortgages on Property. Wlien a trader is in need of 
more capital to use in his business, he frequently finds it 
convenient to raise money by mortgage on his business 
premises, if he owns the premises himself. For an advance 
of a temporary nature, it may be sufficient for him to deposit 
with his banker the title deeds of the premises, accompanied 
by a memorandum of the object of deposit. • This gives the 
banker what is termed an " equitable mortgage ” on the 
property. But, if the money is required for any length of 
time, the banker will probably want a " legal mortgage ” 
to be executed in his favour and delivered to him along with 
the title deeds. For safety’s sake, the banker will keep his 
loan well within the estimated value of the property. Mort- 
gages are not, however, the kind of security that is most 
acceptable to a banker. They tend to lock up his funds 
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permanently, whilst the nature of banking business, as we 
have seen, requires that a very large part of the banker’s 
funds be kept in forms that are easily realizable at short 
notice. What he lends to one customer is money that has 
been left with him by another customer. It has been left 
either on current account repayable on demand, or on 
deposit account withdrawable at short notice. The banker 
must, therefore, so lay out his funds that a large part will be 
within easy reach when he is called upon to pay his 
customers’ money back. A bank that places in mortgages 
too much of the money entrusted to it will one day find 
itself hard pressed to meet the demands that others of its 
customers are entitled to make upon it. A forced sale of 
such securities in such circumstances would cause them to 
realize very unsatisfactory prices. Besides, when it becomes 
known that a bank has dif&culty in meeting its engagements, 
the public trust in that bank vanishes immediately, and a 
run on the bank ensues. 

(2) Marketable Securities. By these we mean stocks and 
shares of companies, debenture and other bonds, Govern- 
ment and other public loans, that are dealt in freely on the 
Stock Exchange, and that can always be disposed of at a 
fair price when offered there for sale. Because holdings of 
stocks can, in case of need, be easily disposed of by the 
banker, they are more in favour with him than securities in 
less realizable form. The banker may merely require the 
stock or share certificates to be deposited with him under a 
covering agreement signed by the borrower, and giving the 
right to the banlser to sell in certain circumstances. Or, 
where the advance is large or of long duration, he may 
require the holdings to be transferred into his own name, or 
into the names of his nominees, in the registers of the com- 
panies or public bodies whose stocks or shares they are. 
With securities of this kind, as with others, the banker will 
see that a safe margin is left between the amount of the loan 
and tlje market value of the investments given to secure it. 

(3) Guarantees. A would-be borrower from a bank may 
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gel. another person to guarantee liis account, that is, to 
become answerable to the bank for repayment of the amount 
borrowed, should the customer fail to pay the money back 
himself. Where the guarantor or surety is a person of known 
financial soundness, this is a form of security quite accept- 
nble to a bank. The bank will, of course, satisfy itself about 
a surety’s stability before accepting such security; and the 
terms of the undertaking he gives to the bank must be put 
in writing, and be signed by him, Otherwise the bank would 
not be able to enforce its claim against the guarantor 
should the customer make default. Sometimes a banker may 
be willing to trust one or more of the directors of a company 
in preference to the company itself. In such case he might 
lend to the company on the personal guarantee of one 
director he knows, or on the joint guarantee of two; for it 
may often happen that the position of a company, the 
liability of whose members is limited, is much less satis- 
factory, from the banker’s point of view as lender, than the 
unlimited prsonal liability of directors of recognized standing 
in the business world. 

(4) Life Assurance Policies am a fourth kind of security 
frequently taken by bankers as cover for the risk involved 
in granting loans or overdrafts to individual traders or to 
private persons. A life policy for £500 or £1,000, takpn out 
with a first-class office and having a number of premiums 
paid upon it, is a document of value. The banker will 
generally be willing to advance money against the security 
of such a policy up to its surrender value, that is, up to the 
amount that the insurance office itself would be prepared to 
repay to the policy-holder on his abandoning the continuance 
of the insurance and handing back the policy to the office. 
Tlie surrender value of any policy at any time can alwa 5 is be 
ascertained by application to the office from which it was 
issued. The banker advancing upon it would take posses- 
sion of the policy, and might require it to be assigned to liim. 
To this end the insured person would be asked. to ynH a 
formal assignment to the insurance office malting over for the 
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time being, to the banker, the rights in <iie policy; and the 
Ijanker would want to hold the insurance company’s written 
acknowledgment of the assignment. He would also want 
I he receipts for the premiums as they were paid on falling 
due. Unless he saw these, the policy might be allowed to 
lapse without his knowing an 5 dhing about it. 

(5) BiUs of Lading as Security. Where an importer had 
to pay for imported goods before he could sell them, his 
bsmker would usually be willing to advance a large part of 
their value should the importer desire him to do so. But 
the banker would require the bill of laduig for the goods to 
be handed over to him. Should the bill of lading have been 
surrendered to the shipping company in exchange for the 
goods, the banker would require in its place the dock or 
warehouse warrant of the dock authority or warehousing 
company which held the goods in store. In either case, with 
bill of lading or warehouse warrant made out to the importer’s 
(jrder, he would be required to endorse it to the banker. 
For goods still on the sea, the bill of lading should be accom- 
panied by the marine insurance policy, also endorsed by the 
insurer; and for goods warehoused at the docks, the ware- 
house warrant should be accompanied by a covering note or 
a policy, taken out by the importer, against the risk of fire 
during the period of storage. 

Very commonly it is the exporter of goods, either from or 
to this country, that applies for an advance upon them at 
the time of exportation. The usual procedure is for the 
exporter to draw on his foreign buyer, to attach to this draft 
the invoice for Uie goods, the shipping company’s bill of 
lading, and the policy of marine insurance. These documents 
he hands to the bank — ^probably an office in the exporting 
country of a bank carrying on business in the country to 
which the goods are being sent. The bank undertakes to 
collect the amount of the draft from the customer abroad, 
and in the meantime pays to the exporter the whole or the 
larger part of the amount of the bill. Shipments of raw 
cotton, wool, and produce generally coming to this country 
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are financed in this way. This function of the banker is 
explained at greater length in Chapter XI under Foreign 
Bills. 

(6) Discounting BUls of Exchange. What are in effect 
advances to their customers are regularly made by bankers 
by means of the discounting of bills of exchange. This 
manner of using his funds to profit is peculiarly suitable to 
a banker, because the dates of repayment in these cases are 
fixed, and because the money so laid out is not locked away 
for long periods, nor placed all in one quarter; but, after 
being out for short periods only, is continually returning to 
the banker as bill after bill matures. A trader has, say, an 
acceptance for £480 payable three months hence and passed 
to him by a customer of his own. The trader is short of 
ready cash and, acceptance in hand, approaches his bankers 
for assistance. If the bankers believe the bill to be a genuine 
trade transaction and arc satisfied about the reliability of the 
acceptor, or feel they can trust the holder, or see amongst 
the endorsements on the bill the signature of a business house 
of undoubted reputation, they will not hesitate to discount 
the bill for their customer. They will advance him the value 
of the acceptance less discount at an agreed rate per annum 
for the time the bill has still to run before payment will be due. 
The full amount of the acceptance they will credit, and their 
charges for discounting it they will debit, to the customer's 
account. It ought to be repeated here that banker's dis- 
count differs from interest in this — ^that it is calculated on 
the full amount of the bill and not just on the sum advanced. 
For example, on a bill of £480, with 85 .days to run and 
discounted at 4| per cent, per annum, the charges would be— 

£4i X 4-8 X ~ = £21.6 X ^ - £5 Os. 7d.; 

and the sum actually advanced would be £474 19s. 5d. 
The biU passes into the bankers’ possession after endorse- 
ment by the customer. It is, in effect, another form of 
security that the bankers hold until the bill is due for 
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payment, when they present it for that purpftse to the acceptor, 
and so receive back from him the value they had paid before- 
hand to their customer. But the bill differs from the pre- 
ceding forms of security in that, at the time of discounting, 
it becomes absolutely the bankers’ own property. In case 
of dishonour, .however, the bankers have the same right of 
recourse to previous parties that a holder has in bill trans- 
actions generally. Should dishonour occur, they immedi- 
ately charge to their customer's account the full amount of 
the bill, together with any expense they have incurred by 
reason of the dishonour, and they hold him responsible for 
payment; unless, of course, they prefer to seek their remedy 
with one of the other parties to the bill. 

7. Additional Facilities. Of the remaining functions that 
a banker performs in fulfilment of his part in the commercial 
world, we may name first the payment of his customer’s 
acceptances. For this he requires the customer to sign, in 
the' same way as he would sign a cheque, a form describing 
the acceptance, and authorizing the banker to pay the amount 
when the acceptance is presented to him, and to charge it 
to the customer’s account. The banker also undertakes, on 
his customers’ behalf, the presentation for acceptance or for 
payment of drafts made by his customers on places at home 
and abroad; and the noting or protest of these drafts when 
dishonour occurs. He himself issues drafts on the head office, 
or on branches, of his own bank, or on other banks here or in 
other countries, either taking the value of the draft in cash 
over the counter, or debiting it under signed order to the 
account of the applicant, if the banker has a current account 
with him. 

To persons about to travel in other countries, a banker 
issues letters of credit addfesSd to banks abroad. A letter 
of credit instructs the bank addressed to hold a specified 
sum at the disposal of the person named in the letter of 
credit. Bankers issue circular notes, or letters of credit 
addressed to several banks m" different towns in the foreign 
land; such banks to pay out as required any sums up to the. 
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limit authorized, hnd each sum so paid out to be endorsed 
on the circular note, so that only the balance will be available 
lor the holder ol the note at the succeeding places of call. 


THE BRITISH BANK OF NORTHERN COMMERCE, LIMITED. 

41, 43 AND 47 Bishopscatk, 

Lonmion, E.C.2 19, . 

Messks Ltd., 

Manchester 


Dear Sirs, 

We beg to intorm you that a ciciht has bri'ii opened with us in 

your favour lor an amount of 

say pounds.. 

arcounl . Henrik Johansen & Co., CimisriANiA 

at'ailable by draJll on this bank at sight to be 

accoinpanietl by clean bill of lading in complete set made out to order 
of Henrik Joliamen & Co, invoice, policy of insur- 
ance covering shipment oE cotton 


piece goods 


from Engltsh to Norwegian port 


This credit remains in force until 19. . 

Drafts hcroagainst will be duly honoured by us on presentation, 
if drawn in conformity with the terms hereof. 

Yours faithfully. 

For and on behalf of 

The British Bank ov Northern Commerce, Ltd., 


The foreign banks cashing letters of credit recoup themselves 
by means of drafts on the issuing banks here, wliich drafts 
they sell in their own country to buyers of English bills. 
On this page is shown in blank a specimen notification of 
the opening of a credit in London, to be drawn against by an 
English trading house in payment of goods ordered from that 
house by a Norwegian buyer. Because the bills of lading 
and insurance policy are to be attached to the draft issued. 
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the name “ documentary credit " is giveif in this case. In 
another case, a “ clean credit ” might be opened to be drawn 
on without the documents named. 

A bank will receive money for credit of an account St the 
bank, whether the money is paid in by the owner of the 
account, or by other persons. Wlien the public subscribe for 
shares in a new company, they arc usually required to pay 
their subscriptions direct to the company’s bankers for credit 
of the company’s account. A bank in one town may receive 
money for credit of an account in another town, even when 
the bank in the second town is not one of the first bank’s 
branches. A customer may give his bankers a standing order 
to make on his account periodical payments such as rents 
or subscriptions, and the bankers will without further instruc- 
tions undertake to attend to these payments as they fall due 
from time to time. In special circumstances and by special 
arrangement, a bank will also accept drafts made upon it by 
instructions of its customers here, or by its correspondents 
abroad, the reason for this practice being that a bill drawn 
or accepted by a bank passes from hand to liand more freely, 
and is discounted at a slightly lower rate, than one accepted 
by a more obscure trader. The bank is known to be safe by 
the dealers in foreign bills, whilst the trader’s position may 
be doubtful. 

The making of inquiries from other banks about the status 
of persons with whom customers desire to open new accounts 
is a service that banks render free of charge. So is the storing 
in their strong rooms of deeds, or jewellery, or similar valu- 
ables belonging to their customers, and for which the banks 
issue receipts that must be surrendered when return of the 
articles is claimed. Banks will help customers in regard to 
investments and the collection of dividends. Perhaps they 
will advise them about the buying and selling of stocks and 
shares; but the buying or selling will be done through the 
intermediary of a stockbroker and the Stock Exchange. 
Man3« of the banks have taken powers to act, when so required, 
as the executors or tmstees of deceased customers. The issue 
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of bank notes is, 'in England, entirely confined to the Bank 
of England, and is dealt with in Chapters XIX and XX. 

8. Banker and Customer. On a deposit account the banker 
is thd" debtor of the depositor, just as any other borrower is 
the debtor of the lender, and he is liable to repay the debt 
on expiry of the agreed notice duly given. On a current 
account that is not overdrawn, the banker is again the 
customer’s debtor; but liable this time to pay on demand. 
Demand takes the form of a cheque drawn by the customer 
and made payable either to himself or to another person. 
The cheque is the banker’s authority for parting with the 
customer’s money, and to be a valid discWge it must be 
regular as regards drawing and endorsement. It is the 
banker’s duty before paying to see that the cheque is in 
order. This was explained in Chapter IX. Where the 
banker pays a cheque in which the drawer’s signature has 
been forged, or in which the amount has been fraudulently 
altered and increased, he is liable as a rule to make good 
the amount to the customer’s account. When he dishonours 
a customer’s cheque without due cause, he renders himself 
, liable to an action by the customer for damages. But dis- 
honour of a cheque is a matter between the banker and his 
; customer only. No other party to a cheque may make a 
claim on the banker for refusal to pay. The holder of a dis- 
honoured cheque must seek his remedy against the drawer 
or endorsers. 

On a current account that is overdrawn, or on a loan 
account, the banker is the customer’s creditor; and his rights 
to repayment, to interest, and to the realization of securities 
left with him, depend on the agreement made with the 
customer when the overdraft or loan was granted. 

Apart from any special agreement, a banker has a general 
lien on property left with him as a banker. That is, he may 
retain such property until any claim he has against the 
customer is satisfied. For example, bonds with interest 
coupons attached are subject to “ banker’s lien ” when the 
banker has possession of the documents for the purpose of 
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detaching the coupons and collecting the interest, But it is 
questionable if a banker’s lien attaches to property left with 
him merely for safe custody, as that service might not be 
held to be ordinary banking business. 

In the performance of some services, the banker's capacity 
is dnly that of agent of the customer. In collecting a cheque 
or presenting an undiscounted bill for payment, he acts 
simply under the customer's expressed or implied authority 
until the value has actually been received and placed to the 
customer’s credit. It is then only that the relationship of 
debtor and creditor begins in regard to the amount of the 
cheque or bill. So in the pa5dng of a customer’s cheque or 
acceptance, if the banker were careless and paid without due 
scrutiny of the draft and with consequent loss to the 
customer, it would be for the banker’s negligence in his duty 
as agent that the customer would claim redress. Even when 
he gives his services free of charge, a banker, like other per- 
sons, may render himself liable because of negligence or 
misrepresentation on his part. 

A banker must himself be careful in dealing with agents 
and trustees. An agent may possess authority to endorse 
a cheque with a p&r procuration signature; but it is the 
banker’s duty to satisfy himself that such an endorsement 
is not made for purposes outside the scope of the agent’s 
authority. If the banker saw a cheque so endorsed being 
paid by the agent into his private account, the banker 
should at once inquire as to whether the agent were not 
wrongfully applying the proceeds to his own benefit, and to 
the detriment of the principal for whom he was ostensibly 
acting in making the endorsement. Such a transaction would 
amount to notice of irregularity which the banker would not 
be justified in overlooking. A banker would be affected in 
the same way by a cheque drawn on a trustee account in the 
trustee’s own favour and paid to credit of the trustee’s 
private account. For such reason a banker prefers not to 
keep trust accounts; but to deal with customers in their own 
names and in their own rights, so as to free himself from the 
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responsibility of Watching for irregularity in the disposal of 
trust funds. 

9. Termination of the Customer ’s Authority. The banker’s 
autholity to pay a customer’s cheques ends with — 

(i) The exlianstion of the customer’s lunils, oi- of Ihose agreed 16 be 

placed at his di^osal; 

(ii) Receipt of the customer’s countermand of payment for any 

particular cheque previous!)' issued and not already paid; 

(iii) Death of the customer; 

(iv) Notice to the banker of an act of bankruptcy on the customer's 

part; 

(vl Official declaration of the customer's lunacy; 

(vij Receipt from the Court of an order garnisheeing the customer’s 

account. 

The customer has always the right to change his mind 
after issue of a cheque and to instruct the banker to with- 
hold payment, provided the cheque has not already been 
paid. A telegram containing instructions not to pay would 
not of itself be sufficient; but would need to be supported 
by evidence of its genuineness. The usual course in counter- 
manding payment is to send the banker a signed letter 

telling him to stop payment of cheque No dated 

in favour of for £ Wlien a banker hears that 

a customer has died, he slops payment of any of the cus- 
tomer’s cheques that may afterwards be presented. The 
reason is that death terminates the relationship of principal 
and agent between' the .customer and the banker. As regards 
aiiy "funds that are in the banker’s hands, he will eventually 
take instructions for their disposal from the executors or the 
administrators of the deceased; but before -recognizing the 
representatives of the late customer, he will require to have 
exhibited to him the probate of the will, or the letters of 
administration of the estate. On the other hand, death of 
a person who has signed a cheque as agent of the drawer 
(e.g., as director or other officer of a company) will not cause 
payment of the cheque to be withheld; for death of the 
drawer’s agent is quite a different thing from death of -the 
drawer himself. 
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After learning, whether incidentally or not, of an “ avail- 
able act of bankruptcy " {see Chapter XXVII, Section 12) 
on the part of a customer, if the banker continued to honour 
the customer’s cheques, he would find himself liable to repay 
the amount of these cheques to the trustee in bankruptcy, 
were one afterwards appointed. And the banker would have 
no right of claim in respect of these cheques against the 
bankrupt’s estate. If he should, however, pay a cheque 
without knowing of an act of bankruptcy, he would probably 
be protected; but not after the customer had been adjudged 
bankrupt by the Court. Notice of adjudication would be 
published, and the .banker would be presumed on that 
account to have knowledge of the fact. When a man is 
legally declared insane, his affairs pass into the hands of a 
person or persons appointed as his “ committee," and the 
banker will deal with the committee in the same way as with 
executors. A garnishee order is an instruction issued by a 
court of law on the application of a creditor, requiring that 
funds due, by a third party, to the creditor’s debtor shall be 
held at the disposal of the Court. The third party may be 
Ihe debtor’s banker. Even when the debt, in respect of 
which a garnishee order was served on a banker, equalled 
only part of what the debtor had at the bank, the banker 
would probably cease to lionour any of the debtor’s cheques. 



CHAp-rER XTX 

THE GROWTH OF ENGLISH BANKING 

I. Before the Bank of England. History gives us glimpses 
of banks flourishing or failing in fourteenth-century Florence. 
Venice and Genoa, too, had their private bankers; and each 
of these rival republics ran its State bank for several centuries. 
At the very centre of our English banking system the name 
of Lombard Street preserves to this day a trace of the Italian 
merchants who carried on their lending and changing in 
London hundreds of years ago. The Bank of Amsterdam 
was founded in 1609, the Dutch being then the most active 
of seafaring and merchanting people. With us, in England in 
the seventeenth century, government was too little trusted 
for a great pubUc bank to be set up. Kings were needy 
persons, not over-nice at times about methods of getting 
hold of cash. Nor were they always faithful in fulfilling 
their promises to repay. Yet, even in such da 3 ^, the prac- 
tice had begun of leaving money and other treasure in the 
keeping of the London goldsmiths, whose business neces- 
sitated the provision of places of safety where their own 
possessions could he stored away secure from fire and robber. 
The practice grew, despite the fact that goldsmiths some- 
times failed. Their business took on more of a banking 
nature. They gave interest on the moi^ey lent to them 
whilst re-lending it at a higher rate. They issued acknow- 
ledgments in exchange for their customers’ deposits, and 
these goldsmiths’ notes were the forerunners of the bank 
notes of to-day — ^for the bank note, though it soon came to 
be used in other drcamstances, was in origin merely a pro- 
mise to repay money that had been deposited with the bank. 
To some extent, ^e transfer of goldsmiths’ notes from 
merchant to merchant came into vogue as a means of m^ng 
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payments; and in the issue of drafts on the goldsmiths, 
payable to third parties, is to be found the beginnings of 
the present-day bank cheque. 

2. The Bank of England founded 1694. The accession of 
William III, with the establishment of Parliamentary control 
over national finance, brought the confidence that had been 
wanting for the founding of a powerful banking institution. 
And the military enterprises of the King brought the need of 
collecting funds with which to prosecute them. The need 
became urgent, and some means had to be found of raising 
money. Thus it was that the ministers of the time took up a 
scheme propounded some years previously by an ingenious 
and speculative Scot named William Paterson. Notwith- 
standing considerable outcry from the money-lending interests 
and from opposing political forces, a biU embodying the terms 
of this scheme was passed through Parliament; and the Bank 
of England came into being in 1694. The capital of ;£1 ,200,000 
was subscribed in ten days. The whole was lent to the 
Government at 8 per cent, per annum on security of the State 
revenue, and with the beginning of the Bank there was also 
laid the foundation of our National Debt, 

The Bank was one of the earliest undertakings to which 
the principle of joint-stock ownership was applied. At its 
inception the business of the institution was conceived to be 
primarily and mainly the lending of money to the State; 
and the money it used in transacting that part of its busi- 
ness was the capital paid up from time to time by its own 
stockholders. In this respect the Bank of England of the 
early days differs materially from the joint-stock banks of 
recent times. In these, the capital paid up by the share- 
holders is comparatively small— so small, in many instances, 
as to be little more than enough for providing buildings and 
equipment; whilst their working capital, or the money they 
lend out, is drawn almost entirely from the funds deposited 
with them by their customers. Still, the business of the 
Bank of England has changed; and it, too, now holds a large 
sum of depositors’ money, of which it makes similar use. 
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Also, though the largest of the other banks have smaller 
capitals than the Bank of England, all of them possess large 
reservp funds; and behind these they have uncalled capital 
lo fall back upon. 

That the House of Commons might retain control of 
national finance, the Charter of the Bank prohibited any 
further advance to the Crown without Parliamentary sanc- 
tion. The Charter gave the Bank power to issue notes to 
the public up to the amount of the £1,200,000 borrowed by 
the Government; also power to deal in bills of exchange and 
bullion, and to make advances on security. It reserved to 
the Government the right of paying back the loan on giving 
twelve months’ notice from 1st August, 1705; and had this 
right been exercised, the Bank would automatically have 
come to an end when the repayment was made. The Bank 
of England has always been closely connected with the State. 
It keeps the Government’s banking accounts, and acts for 
the State in all matters, such as the raising of loans and the 
payment of interest. Nevertheless it is not a national bank 
in the sense of being managed by the State, like the Post 
Office Savings Bank, the recently established Commonwealth 
Bank of Australia, or the State banks of the Continent on 
whose boards of management their respective Governments 
are represented. The Bank of England is an independent 
company whose Court of Directors is under no control by 
the State other than that indirectly involved in the duties 
and restrictions placed upon the Bank by statute. 

3. The Bank's Monopoly of Issue. From the fact that the 
Bank was granted but a few years certain of existence, it 
may be inferred that its possibilities wore not foreseen. Its 
projectors themselves had probably no clear vision of the 
influence that the Bank was destined to exert not only on 
the Government's monetary affairs and on British commerce, 
but throughout the financial world. At intervals its Charter 
was renewed, each renewal usually accompanied by some 
re-arrangement of its powers. At these times additional 
loans were made to the Government, the Bank’s rights to 



THE GROWTH OF ENGLISH BANKING 


issue notes correspondingly extended, the' interest it was to 
receive readjusted, and its capital increased. By 1816 the 
capital reached £14,553,000; and, in 1833, the permanent 
loan to the Government settled down at £11,015,100. These 
are the figures that stand to-day. 

Before and after the establishment of the Bank there were 
several rival schemes brought forward. Perhaps the most 
serious competitor as lender to the Government was the 
South Sea Company founded in 1711 — a venture sustained 
for a time on highly illusory prospects and whose stocks, 
in the midst of an orgy of general speculation, reached a 
premium of 900 per cent. But in 1720 the company col- 
lapsed, and the Bank of England took over from it £200,000 
of Government annuities at twenty years’ purchase, thereby 
increasing the capital of the Bank in 1721 by £4,000,000. 

On the occasion of a previous increase in 1708, the Chai-ter 
had been renewed with the added privilege, that no other 
body of persons exceeding six in number should be allowed 
in l^gland to issue notes pa 3 ^ble to bearer on demand or 
at less than six months from the date of issue. This monopoly 
remained in force till 1826. In those days the method of 
mailing payments by drawing cheques against money 
deposited at a bank was not appreciated, and had not been 
developed. The issue of notes payable to bearer was con- 
sidered to be an essential function of every bank. So much 
did this view prevail, that, in face of the Bank of England’s 
privilege as regards note issue, no attempt was made in 
England to bring into existence any other corporate under- 
taking for the purpose of conducting banking business. 
As a consequence, the provision of banking facilities in the 
provinces was confined for more than a hundred years to 
small private firms of limited resources. The result was bad; 
failures were frequent; and the country was subjected to 
spells of financial panic. In Scotland, where the restriction 
did not apply, joint-stock banks were early established, and 
the tjankmg system was built on a more stable basis. At this 
time the Bank of England had not opened branches in the 
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provinces, and its' notes hardly circulated out of London. 
The money needed outside London was supplied largely by 
the note issues of the country bankers. But whenever the 
publicT faltered in its confidence, and began to cash the notes 
it held, these bankers found difficulty in continuing for long 
to meet their obligations under their notes; and many had 
to dose their doors. It was always a great temptation, 
easily yielded to when trade was good and money in demand, 
to make extra profits by issuing large numbers of notes as 
loans to customers. More than a century of rude buffetings 
was needed for the lesson to be taken well to heart, that an 
adequate reserve of coin and immediately realizable securi- 
ties must always be held in readiness to meet emergencies 
unforeseen; and that a banker’s best means of restoring con- 
fidence is to pay out from his reserve boldly and with the 
utmost readiness. 

4 . The Restriction of Cash Payments. The Bank of Eng- 
land had its troubles too. For instance, soon after its forma- 
tion an attempt was made to wreck the Bank by suddenly 
presenting for payment notes to the amount of £30,000. 
Again, in 1745, when the Pretender and his Highland fol- 
lowers were marching south to Derby, the Bank found itself 
most inconveniently busy paying out coin for notes. Also, 
in 1797, with a French invasion imminent, demands on the 
Bank became so great that its stock of precious metal nearly 
vanished before the Government could step in and order the 
cashing of the notes to be suspended. Nevertheless the 
public feeling with regard to the Bank of England was usually 
one of confidence. In 1745, as well as in 1797, the principal 
merchants of the City met together and agreed that they 
would take the Bank's notes freely in payments offered to 
them, and would encourage others to do the same. The 
belief existed then, as it does now, that in a crisis the Govern- 
ment would stand by the Bank; and this presumption put 
its issue on a different footing from those of the private banks. 
Bank of England notes did not become legal tender until 
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them, even in times of stress, as an alternative for coin in 
cashing paper of their own. 

Country bankers issued so many notes and for so small 
sums, that, in 1775, those under £1, and two years'’ later 
those under £5, were prohibited. For a long time the Bank 
of England’s smallest note was for £20, but in 1759 £10 notes 
were printed, and in 1793 the £5 note appeared. During the 
suspension of cash payments, however, the need for smaller 
currency was met by the removal of the prohibition just 
mentioned. £1 and £2 notes were issued by the Bank, and 
payment in coin of sums over 20s. was discouraged. Though 
intended to be temporary only, the inconvertibility of the 
note lasted for twenty-four years, being maintained long 
after alarm for the country’s safety had subsided. In the 
Bullion Report of 1810, a committee of the House of Com- 
mons recommended the resumption of cash payments; but, 
from political motives, the advice was disregarded. The 
note issues were, on the contrary, allowed to expand beyond 
the country’s needs for currency. Because there was an 
excess of money in circulation, the currency became depre- 
ciated; and, because it consisted almost entirely of paper 
that could not be turned into gold for payment of debts 
abroad, the foreign exchanges went against us. By 1814 
the face value of the Bank of England note was as much as 
25 per cent, below the price at which gold bullion was being 
sold. Then the occurrence of extensive bank failures 
rendered many country note issues useless, and so raised the 
value of the remainder. This brought the Bank of England 
note to a level with gold, and prepared the way for the notes 
being made convertible again. By 1821 the cashing of the 
notes had been resumed, with gold that had in the meantime 
accumulated in the Bank's vaults. 

S. Emergence of the Joint-Stock Banks. Owing to the 
continual recurrence of financial crises. Parliament began to 
experiment, having in view an improvement of the banking 
conditions in the country. At the beginning of the nine- 
teenth century there were in existence: (1) the country banks. 
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usually small private concerns running without Government 
interference their own issues of notes; (2) the London private 
banks, a few reputable houses which had ceased to issue notes 
in colnpetition with the Bank of England, and which were 
turning their attention to the development of deposit banldng 
and the use of cheques; (3) the Bank of England, the Only 
joint-stock bank in the country, dominating all the other 
banks by virtue of its relations with the Government and of 
the privileges it enjoyed. But in 1826, Parliament so far 
modified the monopoly of the Bank of England that, beyond 
a radius of sixty-five nules from London, banks of more than 
six partners were to be permitted to issue notes. The same 
year the Bank of England was urged to open its first pro- 
vincial branches. In 1833, whilst renewing the Bank’s 
Charter, it was affirmed by Parliament that banks with any 
number of partners might be established in London itself, 
or anywhere within the sixty-five-mile limit, provided no 
notes were issued by them. Joint-stock banks began to 
spring up in the provinces. The Metropolis saw the forma- 
tion of the London and Westminster Bank in 1834, and a 
number of others followed. In 1858 the advantages of 
limited liability were first extended to banking companies, 
with the proviso that, for repayment of the notes issued by 
any bank, the liability of its proprietors should continue to 
be unlimited. 

At first the management of these new banks left much 
to be desired; but improvement came as time went on, 
Finding that a right to issue notes was not a vital matter 
to a bank, they concentrated their energies, on other services, 
particularly on the handling of deposits, and on the cashing 
and collecting of cheques drawn against deposits. By open- 
ing branches and la5dng themselves out to meet the wants 
of the public, the joint-stock banks gradually developed into 
the type of bank we know so well to-day. 

6. The Bank Act of 1844. The Bank of England had now 
definitely adopted a careful policy in the maintenance, of a 
gold reserve. But the small country banks and many of the 
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new joilil-slock banks believed themselves* free to issue vast 
quantities of paper, and were giving little thought to the 
right that these notes carried for the demanding of gold in 
exchange whenever the holders of the notes pleased t?) ask 
for it. A time of expanding trade and credit was soon fol- 
lowed by the usual quick contraction at the scent of danger. 
Once more many banks were unable to meet their obhgations, 
and Parliament under the lead of Sir Robert Peel had to try 
its hand again. It was seen that the issue of notes was fax- 
loo important an operation to be left to the unregulated 
competition of numerous banks. Tlic Bank Act of 1844 was 
passed, and a new policy put in force which remains operative 
at the present daj'. The issues of the country banks were 
arrested and their gradual extinction provided for. Any 
future expansion of the note circulation was to be allowed 
only in the issue of the Bank of England, and that was strictly 
regulated. Tlie following are the chief provisions of this Act — 

(1) The business uf the Bank o( Bngland was to be divided into; 

(а) an Issue Department worked according to the regulations of the 
Act, making lliat department and its issue entirely Statute-controlled : 

(б) a Banking Department which the directors were free to manage 
m their oxvn way. 

(2) Ali coin and buliion not required lor immediate use were to be 
deposited in the Issue Department and notes given out for the 
amounts so deposited. {Bullion means gold or silver in bars,' as 
distinct from specie, which means the metal in the form of coin.) 

(3) The Bank’s issue of notes -was, to the extent of ^£14, 000, 000, 
to bo made against Government .securities. This is called the 
fiduciary Issue of the Bank. Chief amongst the securities was the 
,{11,015,100 owing by the Government. It was inferred from past 
experience that the circulation was not likely at any time to fall 
below the sum fixed, for the fiduciary issue. 

(4) For every note given out in excess of ,£14,000,000. the Issue 
Department was to keep coin or bullion in hand. At least iour-fifths 
of the store must be gold; the remainder might be silver. 

(5) The Bank's monopoly of issue within sixty-five miles of London 
was to continue. 

(6) The issue ol any country bank was never in future to exceed 
the ascertained average of the twelve weeks immediately preceding 
the 27th April, 1844; and no new right of issue was to be allowed. 

(7) Country bank issues were to lapse in certain eventualities, and 
under. Order in Council the Bank of England was to have power to 
increase its fiduciary issue by two-thirds of any such lapse. 

3— (1787a) 
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(8) The Issue Depur tmeut was on demand to pay out jiotes for 
gold bullion at the rate oi £3 17s. 9d. an ounce. 

(9) An account lowing the position of each department was to be 
published every week. 

When Ihis Act was passed in 1844 there were in existence 
279 English banks of issue. Under the working of the Act 
the number gradually declined until, at the beginning of 
1921, the last issue lapsed on the absorption of Fox, Fowler & 
Co. bjr Lloyds. The position of the Bank of England’s 
issue when the European war began is shown in the specimen 
Bank Return in Section 7 below. Every note likely to be 
returned to the Bank at any time, even in a panic, has coin 
or bullion in the Issue Department awaiting its return. 
Against the temaindei of the issue, which is not likely to be 
presented for payment even in the worst times. Government 
securities arc held. So long as the Act continues in force, 
and nothing phenomenal happens, the convertibility of the 
Bank of England note is assured. 

But the Act makes no provision for a sudden and excessive 
demand on the Bank for notes, as when in shaky times 
bankers draw on their balances at the Bank for extra sup- 
plies of notes, so as to be prepared to satisfy the clamour of 
their customers. The extent to which the Bank of England 
can meet such a demand is limited under the Act by the 
stock of gold it holds at the time. Yet, as is explained 
in Chapter XXI, such demands have several times been 
carried so far that the Bank would not have been able to 
meet its depositors’ claims, had not the Government author- 
ized the suspension of the Act and the issue of more notes 
without the corresponding deposit of gold. Moreover, Sir 
Robert Peel in drafting the Act did not see that in ordinary 
circumstances the importance of bank notes had already 
begun to dedine; that the use of cheques was to increase to 
such an extent as to make that land of money preponderate 
over all others; and that these cheques would give to their 
holders the same power as bank notes do to take payment 
over the counters of the banks, and so draw away the banks' 
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reserves. But, had not the cheque systenmor something hke 
it come into use, the development of trade would have been 
greatly hindered^ for want of adequate currency. Besides, 
the cheque is a more highly-specialized and, for most bustness 
purposes, a much more convenient and safer instrument than 
the note. 

In 1845 the Scotch and Irish note issues were also put 
under regulation by Act of Parliament. For every note 
issued in excess of a certain average, the Scotch and Irish 
banks were required to hold in hand the equivalent in gold. 
Since that time the note issues of the whole country have 
been under statutory control. 

7 . The Bank Return. The following is a copy of the Bank 
of England Return for the second week in July, 1914, that is, 
a fortnight or so before the war with Germany began — 


An Account, pursuant to the Act 7 and 8 Viet. cap. 32, for the week 
ended Wednesday, the 15th July, 1914. 

ISSUE DEPARTMENT. 


Notes Issued 


Government Debt . 11,015,100 

Other Securities . 7,434,900 

Gold Coin & Bullion 38,458,285 
Salver Bullion . . — 


^56,908,235 j 

BANKING DEPARTMENT. 


Public Dcposit.s 
Other Deposits 
7-Day & Other Bills 


14,553,00 

3,431,484 

13,318,714 

42,485,605 

29,010 

,f73,817,813 I 


Government Securitiob 11,005,1! 
Other Securities . 33,623,2) 
Notes . . . 27,592,9) 

Gold & SUver Coin . 1,596,4] 


In the account of the Issue Department, the entry on the 
left-hjmd or liabilities side shows the total issue of notes by 
1 By the operation of Provision 4, page 253. 
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the department oh the date of the account. The notes in 
active circulation are found by deducting from the total issue 
the amount shown on hand in the Banking Department. 
On tfie assets side there appears, first, the Government Debt 
and, next. Other Securities, which two items together make 
up the amount of the fiduciary issttc. The Government Debt 
stood at this figure of £11,015,100 before the Act of 1844; 
but, by the exercise of its rights to two-thirds of the lapsed 
issues of other banks, the Bank of England has since the date 
of this return increased the item of Other Securities, and raised 
the fiduciary issue to £19,750,000. The remaining asset is 
the Gold Coin and Bullion required by the Act to be held 
against every note issued above the limit allowed against 
securities. Though the Act permits a proportion of silver, 
none is held by this department. 

In the account of the Banking Department, the liabilities 
of the Bank to its outside creditors arc shown by the three 
items: Public Deposits, Other Deposits, and Seven-day and 
other Bills. The first of these heads refers to money lying 
at the Bank in Government accounts, and paid into the Bank 
by the collectors of customs, excise and taxes, by the Post 
Office, or from other sources of State revenue. It includes 
also money lying at the Bank to credit of the Secretary ol 
State for India. The Other Deposits represent funds due 
from the Bank to customers other than the Government, a 
large part of this amoimt consisting of deposits placed in the 
Bank of England by the other banks. That the other banks 
keep accounts at the Bank of England was mentioned in 
connection with the Clearing House in . Chapter X, and 
will be referred to again in Chapter XXI on the “ Money 
Market.” The Bank does not allow interest on any of its 
deposits, and the money is repayable on demand, so that 
these accounts correspond more nearly to the current accounts 
than to the deposit accounts of other banks. The third item, 
Seven-day and other Bills, shows the amount that the Bank 
is liable to pay on drafts that have been issued by request 
of its customers. The form known as a Bank Post Bill is 
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drawn by the Bank on one of its branches (or vice versA), 
payable at seven days’ sight, and issued free of charge. 
Before cheques became so common, this form of bill was in 
considerable demand for the purpose of remittance. When 
mail-coach robberies were frequent, the Bank Post Bill gave 
its owner the means of effectually stopping payment if the 
bill were stolen in transmission. 

First among the assets of the Banking Department comes 
the item, Government Seemities. These are investments 
such as Consols, War Loan and Treasury Bills, or advances 
to the Government, in which the Bank has for the time 
being placed some of its funds. Next comes Other Securities 
including investments in securities that are not those of ‘the 
Government, advances to customers, and bills discounted 
with the Bank. The remaining items on the same side — 
the Notes and the Gold and Silver Coin — together make up 
the cash reserve that the Bank holds in readiness to meet 
immediate claims. For this purpose it is the Bank of Eng- 
land’s practice to keep in liquid form a much larger propor- 
tion of its assets than the other banks do, the rate of cash 
to liabilities in the Return given being 52 per cent. By the 
terms of the Charter, the Banking Department retains only 
sufficient gold for its day-to-day requirements; but if more 
be needed, some of the notes it holds are handed back to 
the Issue Department and coin is taken in exchange. The 
notes in the reserve are, therefore, just as good as the gold 
itself. 

Two items on the liabilities side remain to be considered, 
viz.. Proprietors’ 'Capital and the Rest. The first of these 
explains itself. The second is simply an accumulation of 
profits that have not been distributed amongst the stock- 
holders of the Bank. It contains the profits accruing during 
the current half-year, and when the Bank dividends are paid 
in April and October this item drops correspondingly. But 
it also serves as what, in an ordinary business, would be 
termed the Reserve Fund — a fund built up and maintained 
in order to add to the financial stability of the busine.ss it 
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concerns. For many years the Rest of the Bank of England 
has never been allowed to fall below £3,000,000. 

8 . Bank of England Business and Management. The 
Banking Department, in addition to acting as the bankers 
of the Government, conducts a general banking business, 
taking deposits, granting advances, discounting bills, ’and 
cashing and collecting cheques, just like the other banks. 
The Bank’s peculiar position as the bankers’ bank, as 
guardian of a large part of the other banks’ reserves, and as 
controller to some extent of the discount and loan rates in 
the Money Market, is dealt with in Chapter XXL 

The management of the Bank of England is vested in a 
Court of Directors, the chairman bearing the title of Governor. 
Every director moves on in turn to be, first, the Deputy- 
Governor, and then the Governor, each of which positions 
he holds for two years only, and afterwards retires to an 
advisory body called the Committee of the Treasury. 
Vacancies on the Court of Directors are filled by nomina- 
tion of the Court itself, confirmed by the proprietors. None 
of the other banks, or at least none of the home banks, is 
represented on the Court of Directors; partly, perhaps, 
because at first other banks were viewed merely in the light 
of possible rivals; now, for one reason, because the Bank of 
England is the other bankers’ bank, and to elect a director 
from another bank would be to give that bank an unfair 
advantage over its competitors. Until recently the highest 
permanent official was the Chief Cashier; but a new post has 
been created with the name of Comptroller, the intention 
being apparently to give the Comptroller freedom to deal 
with the larger questions of policy and management, whilst 
the responsibility for the ordinai-y working of the Bank 
devolves on the Chief Cashier. 

9 . Banking Expansion and Amalgamation. The expansion 
and amalgamation that have taken place in this country— 
and much of both has taken place — coincide almost entirely 
with the activities of the joint-stock banks. Of the private 
banks existing formerly in London and in the provinces. 
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only a very few now remain. The joint-stock banks have 
absorbed the others and have opened many new ofaces besides. 
In England and Wales fifty years ago, the number of banking 
ofaces was under 2,000. Now it is over 7,000. Brtinches 
have been opened not only in business quarters, but in 
residential parts also. The customer with a small account 
is sought after, and cheques for small sums are exceedingly 
common nowadays. Several of the joint-stock banks have 
opened savings departments in which deposits of quite 
humble amounts are taken. During the last twenty-hve 
years the deposit and current accounts of English banks have 
increased four-fold. The results of recent amalgamations 
are live joint-stock banks of outstanding size, ah being as 
big as or bigger than the Bank of England. In the smahest 
of the five, deposit accounts reach the total of £200,000,000; 
and they are well over £300,000,000 in the largest. 

In Scotland and Ireland, too, there has been a large 
expansion in the banldng turnover; but there the identity 
of the several banks has not changed so much, nearly ah of 
the present-day institutions having been in existence eighty 
years ago. Quite recently a new movement has begun 
whereby large Enghsh banks axe becoming interested in those 
of Scotland and Ireland. The National Bank of Scotland, 
the British Linen Bank, the Clydesdale Bank, the North of 
Scotland Bank, the Ulster Bank, and the Belfast Banking Co. 
have passed into the control of English institutions. But 
the individuality of the Scottish and Irish companies, and 
the continuity and distinctiveness of their management, are 
to be preserved.. The English banlm have simply bought up 
the shares of the smaller afliliated concerns, which .shares 
the English banks now hold, and they have paid for them 
by issuing new shares of their own in exchange. 

As has been suggested already, the regulation of note 
issues by Act of Parliament did not prevent the recurrence 
of financial crises, or stop failures ambngst the banks. For 
a Igng time the banlrs were mostly small undertakings of 
very limited resources in comparison with the monster 
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establishments of' to-day, and when difficult times came, 
some of than were always likely to succumb. From 1844 
to 1878 there were many failures. It was only after the 
amalgamation movement was fairly under way, when the 
banks had become bigger and stronger and better managed, 
that failures ceased. Since 1878 there have been very few; 
and, when one has occurred or been threatened, the other 
banks have been able to help in such a way as to allay public 
fear and to keep panic from spreading as it used to do. The 
small bank was much affected by animation or stagnation 
of local trade. The large bank, established over a wide area, 
is less dependent on the state of trade in any one district, 
and is therefore a more stable institution. Then, it has 
greater opportunities of employing its funds efficiently. 
Money accumulating in one part of the country where it is 
not wanted can be transferred eassily to another part where 
it is needed. By amalgamation and absorption, country 
banks have acquired the advantages and the prestige of 
London; and London banks have been able to add a steadying 
element to their business, and to become less susceptible to 
the continuous changes of the Money Market. With most 
of banldng business concentrated in the hands of a few large 
leading banks, swift decision and united action can be more 
readily secured in times of emergency, as on the outbreak 
of war in August, 1914. But combination has now gone so 
far as to create appreliension of the country’s being sub- 
jected to the dictates of a money trust; and the Government 
has intervened by requiring that any further amalgamation 
shall be carried out only after sanction by the Treasiuy. 

Many banks with head offices in London have been formed 
for carrying on business in the Colonies and in foreign lands, 
smd others originating in the Colonies or elsewhere have 
opened offices in London. A few of these have now taken 
premises in Manchester or Liverpool, or have entered into 
arrangements with purely English banks, so that the 
numerous branches of the latter throughout the country 
shall be available as agencies for securing foreign business. 
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Much of this restlessness in banking circle!! may arise out of 
mere rivalry amongst the big -banks; but much, again, is no 
doubt the outcome of measures for meeting after-the-war 
developments in trade, and the changed conditions th3t are 
coming at home and abroad. The Midland Bank has refrained 
frorh opening branches abroad, for the publicly stated reason 
that it has no wish to compete in their own territories with 
foreign banks which are its customers in London. Lloyds 
Bank and the National Provincial have joint branches in 
some of the continental cities, whil.st Barclays Bank not only 
has continental branches, but is closely connected with several 
colonial and foreign banks whose head offices are in London, 
and whose branches arc in distant lands. 
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RIONEY AND CRICDIT 

I. The Need for Money. That we may better appreciate the 
place of money in the modern world, writers on this subject 
frequently ask us to draw on our imagination, and to picture 
how we should manage our affairs were money non-existent. 
In the primitive state, every man finds for himself all his 
food, weapons, and adornments. But, when the elements 
of society emerge, men begin to rub along together, instead 
of each one for himself alone. 'Ilien, if Bruiser should take 
a fancy for a new stone-hatchet, he would proceed to 
negotiate for one with Towser, the shaggy flint-chipping 
artificer near by; and would offer him, perhaps, a bearskin 
in exchange. Similarly, in the juvenile world of to-day, 
when " Perkie ” Smith tires of his nice new penknife, he 
" swops ” it for the big kite of " Jaunty ” Brown. Should 
it happen, however, that Bruiser needs only a needle of rein- 
deer bone, or that “ Jaunty '' wants to keep his kite and 
has at present nothing for disposal but an old jews' harp; 
then the warm bearskin or the fine three-bladed piece of 
cutlery would be too much to part with in return. The 
absence of suitable possessions to exchange would prevent 
the bargains from being carried through, and the wants of 
our interesting friends would go unsatisfied. For them, as 
yet, effectual means would not have been found of extracting 
from their surroundings the fuller measure or richer variety 
they desire of life’s good things. The builder with a house 
to sell, and only the shoemaker to buy it, could hardly take 
its value out in footwear entirely. His wants would embrace 
few boots and much of many other things. 

Turning again to the bargaining proclivities of our boys, 
let us suppose that inarble-pla3dng is in season, and that in 
quarters interested fair supplies of the necessary equipment 
262 
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are circulating. Smith appraises his knife in terms of that 
supply and decides that it is worth six " glassies ’’ and a 
score of " stonies." Brown, who wants the knife, is ijeveral 
stonies short, but Green has pockets bulging with them, and 
by,pieans of the old jews' harp he is easily induced to disgorge 
some eight or ten — enough for his comrade’s present needs. 
Smith gets his score and six, and then promptly transfers 
half of them to a fourth boy Maddox, for three special foreign 
stamps Smith means to add to his collection. 

Youthful wits have discovered that marbles may serve 
other ends than miniature games of bowls. They have set 
the marbles up as a measure wherewith to value their dis- 
proportionate belongings; and, at the same time, have caused 
one kind of article — acceptable in varying quantities to all of 
them — to operate as a medium into which any other article 
may be temporarily converted, and by which many hitherto 
impossible exchanges can now be accomplished. The marbles 
have been used as actual money. Just so, in different lands 
and in different times, many kinds of wealth, movable or 
portable, from cattle to cowry shells, have been put to similar 
duty — cattle, maybe, because they could be driven easily 
from place to place; cowries, perhaps, because where pockets 
are unknown, they can be strung to carry round the neck, 
leaving the hands free for other work. But, in the course 
of time and from several causes, the more civilized of peoples 
have all settled down to the use of gold or silver for purposes 
of money. When the Indian trapper and the Canadian 
trader exchange furs for firearms, we call the transaction 
barier. When, ih other circumstances, goods are exchanged 
for money, we say that the parties buy and sell. 

If this explanation is correct, that the purpose of having 
money is to help in the exchange of commodities, it must 
follow that any restriction of the supply of money will 
hamper the people in their endeavours to satisfy their wants; 
and that any increase in the supply will have an opposite 
effect. With the community as with the individual, the 
more money it gets, the more it will spend. Plenty of money 
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in the pockets of 'the people will help to make trade good; 
a want of money will make trade very bad. 

2 . The Functions of Money. The dissertation above is 
intended to illustrate several points regarding the functions 
of money, which points may now be set down in more formal 
terms. Money serves as — 

(1) A Medium of Exchange. It has been suggested: 

(i) That, in the barter stage of society, what A wants to 
dispose of is seldom what B wants to acquire; or that what 
B has to give in exchange is not always what A cares to take. 

(ii) That, when both parties do happen to get suited with the 
kinds of goods they propose to exchange, the value on the one 
side is often too high or else too low for the value on the other. 

(iii) That money originated in the need for some medium 
into which goods for disposal could be temporarily changed, 
and the medium then held until an opportunity came of 
re-changing it advantageously for goods of another kind. 

(iv) That, like the marbles in the illustration, the medium 
of exchange must possess in considerable degree certain 
qualities, such as being portable, divisible, and generally 
accept£|,ble to all parties concerned. 

Money, then, is the medium or instrument by which 
numerous commodities are distributed amongst the members 
of a community in exchange for commodities of other kinds. 
The medium selected must have had a value for some 
different purpose before it was used as money; otherwise it 
would never have come to be taken in exchange for goods. 
Further, if it is such that it can retain its value permanently, 
it may be kept in hand without losing its power to serve 
again as money on some indefinitely deferred date, or in 
some more or less distant place. Let the right kind of 
medium be sdected, and not only can it be used in trans- 
actions where its payment out again takes place soon after 
its receipt; but it can be used also where the payment out 
again may not be made for many months or years. In other 
words, money can be used for storing up value in saving or 
hoarding, or in making provision for liabilities to come. 
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Nexl, money serves as— 

(2) A Measure of Value. Jmr inetusuring lengths and 
distances, we have a standard unit called the “ yard,” and 
we express the lengths and distances in multiples or fractions 
of that standard. For weights, which are measures of mass, 
we liave another standard known as the " pound-weight.” 
So, for prices, or ineasures of value in buying and selling, 
we have a different standard again — ^the " pound sterling 
and we measure prices in multiples or sub-multiples of that. 
The pound sterling or money-pound was originally a pound- 
weight of silver metal; but now it is a unit quite independent 
of the pound-weight, namely, the coin called a “ sovereign,” 
a piece of gold of certain quantity and fineness. The value 
of any given lot of goods is expressed by the number of 
these gold pieces that the goods will be exchanged 
for. Value, thus expressed in terms of money, is called price. 

It has been explained how money ai'ose because of the 
difficulty of carrying on trade without a common medium 
of exchange for all commodities. When such medium was 
generally adopted it would naturally become at once the 
measure by which traders valued their merchandise before 
sale, or lor purposes other than sale. That the terms 
“ medium of exchange ” and “ measure of value ” are names 
for distinct functions will be plain, if we consider that prices 
must be named and values measured even in imsuccessful 
attempts at sale or purchase, where no business follows and, 
therefore, no medium of exchange comes into use. And, 
given an available medium whose value does not rise or fall 
from time to time, it can be used as the measmre of value 
not only in dealings to be carried out at once, but also in 
contracts about goods to be delivered in the future. This 
is what is meant by sa 5 dng that money serves as a standard 
for future payments. In tenancies, in services intended to 
continue for lengthy periods, or in loans to be repaid at 
distant dates, hardship will fall on one or other of the parties 
if t|je measure of value is a substance whose purchasing 
power changes in the meantime. 
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3, Attributes ofrMoney. (1) It is essential that money, 
wliich is used to measure the value of other things, should 
itself consist of something that has value. If gold had not 
been cf value before it was selected as a medium of exchange, 
it would never have been so ^ected. Much of our money 
now, however, consists of written or printed documents- of 
the most meagre value if taken merely as paper and ink. 
But the documents carry with them rights, the extents of 
which are expressed upon them in terms of sovereigns and 
parts of sovereigns. It is in these rights, so long as they 
remain realizable, that the value of paper money lies, just 
as the value of many doemnents not used as money rests 
in the titles that they convey. Further qualities necessaiy 
in money are that it should be — 

(2) Recognizable as Genuine. If gold could not be dis- 
tinguished from brass or from gilded lead, it would not make 
good money, for one would never know a genuine from a 
counterfeit coin. But gold is not easy to counterfeit. Again, 
not only the metal of which a coin is made, but the purity 
and the weight should be beyond question. For that reason 
the Government keeps the coining of money in its own hands. 
All coins are stamped full over both faces, and the edges of 
all but the lowest in value are milled. The stamping- serves 
as a hall-mark or certificate of standard fineness and weight; 
whilst stamping and milling together render it impossible, 
without immediate detection, for the coins to be tampered 
with during circulation. The issue of counterfeit money, 
in either coins or notes, is subject to severe penalties, and 
every effort is made to prevent its occurrepce. 

As regards a cheque, its genuineness, though important, 
is not so highly important as that of a coin or a note. 
Cheques may be refused as not being legal tender; but gold 
coin. Bank of England or Treasury notes, cannot be refused. 
Besides, cheques do not circulate freely from hand to hand. 
Each is commonly made use of only to settle a single 
transaction, and is presented at once for pa5micnt, so that 
the worthlessness of an odd cheque here or there is discovered 
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without delay. And, if it is an order cHbque, the parties 
to it can be traced and claim made against them for the 
damages, which is not usually possible on discovery of a 
spurious note or coin. * 

(3) Durable or Imperishable. Whatever substance is chosen 
to pirform the functions of money in continuous circulation, 
it should not be subject to decay, and should not wear out 
quickly. Though a piece of paper is not a durable article 
to use as money, the right it evidences may be lasting enough 
if its material substratum is renewed occasionally. The high 
destructibility of paper money by fire, or wear, or tear is 
outweighed by manifest advantages. 

(4) Portable, that is, easily carried about or moved in 
quantities from place to place. For large sums, gold is too 
heavy; but iron or granite would be much more cumbersome; 
and its high degree of portability is one of the advantages of 
paper. For very small sums, again, gold coins would be 
pieces of impracticably minute dimensions; so silver and 
bronze coins are used to' represent fixed fractions of the 
sovereign. Nickel is used in some countries and gives a 
lighter coin than bronze for the lowest values. 

(5) Divisible into Proportionately Equal Parts. A money 
medium must be not only divisible, but homogeneous; that 
is, different samples and different parts of the same sample 
must be of equal quality. Not every substance gives this 
uniform quality throughout. One portion is often less valu- 
able than another, and small portions taken together may not 
be worth the same quantity in the lump. Metals are peculiarly 
suitable for money because of the ease with which they can 
be divided into small parts, and because each part retains 
its full proportionate share of the value of the whole piece, 
so that all the parts are together worth just as much as the 
original was. Paper can, of course, be made to carry values 
of any size, which is another of its advantages peculiarly 
characteristic of cheques. 

(6) ,Etable in Its Vahte. This most necessary quality of 
ideal money is the one most difficult of all to secure in 
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practice. The desirability of the quality has been alliulerl 
Lo previously and will be discussed again. 

4. Metal Currency, being the oldest and simplest kind of 
inune'y that we use, claims our attention first. 

(1) Adoption of the Gold Standard. The sovereign was 
adopted as the standard coin of this country in 1816. Long 
ago our unit of value liad been the silver pound, consisting 
of 240 silver pennies. Even now, in our reckonings, we use 
the names pounds and pence, with the penny still the 240th 
paid of the pound. And, though the pound-weight and the 
money-pound arc not now the same, the 240th paid of the 
pound Troy continues to be called a pennyweight. For 150 
years before 1816, the gold coin of England was the guinea. 
Originally the guinea had been intended to circulate as the 
I’quivalent of twenty silver shillings; but the natural ratio 
of -value between the two metals varied from time to time, 
and for 100 years, until 1816, the guinea had been rated to 
pass current as twenty-one shillings. By the introduction 
of the sovereign, the miit of coinage was again brought into 
correspondence with the unit of account. 

(2) Standard Coins. The gold coins now in use are the 
sovereign and the half-sovereign; and the minting of these 
is carried out by the Govennnent free of charge'. This means 
that if a person were in possession of gold bullion just suffi- 
cient to make a certain number of standard coins, and were 
to take the bullion to the Mint, the metal would be made 
into the required number of coins and all the coins, when 
ready, would be handed back to him.^ By the Coinage Act 
of 1816 it is required that gold bullion of a given fineness 
shall be minted into coin at the rate of £46 14s. 6d., or 
44^ guineas, to the pound weight Troy. Twenty pounds 
Troy are, therefore, just sufficient for the coining of 934J 
sovereigns. As the pound Troy consists of 5,760 grains, 
it follows that — 

One sovereign = 5,760 X 20 -j- 934-5 = 123-2745 grains; 

1 The Gold Standard Act, 1925, now prohibits the coining of gold 
except for the Bank of England. 
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and, as the ])ouiid I'roy contains tweive’ounces, it follows 
also that — 

1 oz. of gold = £46 14s. 6d. 12 = £3 17s. lO^d.^ 

The Baiak of England by its Charter is compelled to buy 
gold bullion at £3 17s. 9d. the ounce; but it gives payment 
at once, whereas the Mint would take some weeks to deliver 
the coin. The difference of l^d. an ounce may, therefore, 
be viewed as interest on the money for the time required 
[or coining. The Bank, however, does not send bullion to 
he minted except when an increase in the supply of coins 
is necessary. Gold in the form of bullion is frequently 
wanted for export to settle the balance of exchange between 
Ihis and some other cormtry. The Bank sells it at the Mint 
price of £3 17s. lOJd., and tlic Gold Standard Act, 1925, now 
j)revcnts the Bank from charging any more. Though the 
course is not imposed by law, coins minted in this coturtry 
we. as a matter of convenience, always put into circulation 
through the Bank of England. 

The gold used for British coins is 22-carat or eleven-twelfths 
fine. For every 22 parts of pure gold, 2 parts of copper are 
added so as to make the coins harder, gold in the pure state 
being too soft to wear well as money. Because of the diffi- 
culty, particularly when balances were less delicate than 
now, of attaining perfect exactness in the mixing of the 
metals and in the weight given to each coin, a " remedy ” 
is allowed in fineness of 2 parts in every 1,000; and in weight, 
of 0-2 grains for the sovereign and 0-15 for the half-sovereign. 
Up to 1889 the law required that loss due to wear had to 
be borne by the person that presented a light-weight coin 
as payment. A sovereign of less than 122-5 grains or a 
half-sovereign of less than 61-125 was not legal tender. 
The Bank of England accepted such coins at bullion price 
only and sent them to be re-minted. The effect of this was 
that the other banks did not pay light gold into the Bank 
of England; but picked it out and returned it to circulation 
to the detriment of the condition of the currency. The 

4— (1737*) 
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Government, however, now takes upon itself the expense 
of keeping the coinage in good repair. To encourage the 
return of coins that are becoming light, the Bank of England 
is authorized to allow face value for every sovereign or half- 
sovereign not more than three grains short. A difference of 
more than three grains is taken as evidence of mutilation, 
and mutilated coins are valued by weight as bullion. 

(3) Token Coins. A token coin is one made to represent 
a fixed part of the value of the standard coin of a country; 
but is such that the value it represents is higher than the 
value of the metal it contains. Before the re-coinage of 
1816, silver coins were minted to pass like gold coins at the 
value of the metal they contained, and were legal tender for 
any amount. Since then they have, in this country, been 
used as token money only. An ounce Troy of silver makes 
vSs. 6d. in coins. During recent years the price of an ounce 
of silver bullion has been, at its highest, about 6s,; at its 
lowest about 2s. There is, therefore, usually, considerable 
profit to the Government in the coining of silver; but the 
quantity coined is strictly limited to what is actually needed 
by the people for the making of small pajnnents. Worn 
silver coins are withdrawn at face value for re-minting. 
Copper is used again as alloy in the coining of silver, three 
parts of copper being added to thirty-seven of silver, thus 
making the coins |^th fine.^ 

Bronze coins are made of copper to which small quantities 
of tin and zinc have been added, and these are also token 
money. This ssretem in operation in the British Isles is 
known as composite legal tender, the acceptance of token coins 
being compulsory for limited sums only. The maximum 
that cannot be refused in silver is forty shillings; in copper, 
one shilling; but gold is legal tender up to any amount. 

5. Gresham’s Law is the name given to the formal state- 
ment of certain natural causes and effects as they are found 
to operate in currency si^tems. The law talies its name 

1 In 1920, with silver over 5s. 6d. an ounce, the coins were redlaced 
in fineness to half pure silver and half alloy. 
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from Sir Thomas Gresham, merchant and financier in Queen 
Elizabeth’s reign, and founder of the Royal Exchange. 
It was the too tardy recognition of the working of this law 
that gave England and other countries much of the trouble 
they had, and that some of them still have, in maintaining 
an dfficient currency. Stated in its baldest form, the law 
is that bad money drives out good. 

(1) Suppose a coinage, debased by the issue of coins of 
inferior quality; or dipped, “ sweated,” and deteriorated by 
wear, as for centuries the English coinage normally was. 
Then suppose that in a well-meant effort at reform a quantity 
of good new coins is issued. The new coins would surely be 
preferred to the old — at least one would expect them to be 
lircferred. And so they would be — ^but mostly by certain 
classes of persons, and for certain purposes only; and these 
not the purposes a coinage is intended to serve. To see how 
the result would turn out contrary to expectation, let us 
examine the following cases — 

(i) English coins would frequently be sent abroad in pay- 
ment of foreign debts. In the foreign land they would be 
received by weight, and not by " tale "; that is, they would 
be taken at their metallic value, and not at the values 
stamped upon them, For its own currency purposes the 
country of origin would value them, light or heavy, clipped 
or whole, all alike; but in the foreign country more would 
be given for the good ones than for the poor ones. It would, 
therefore, naturally be new and heavy coins that were picked 
out by merchants when money was required for shipment. 
The worn coins and the clipped ones would circulate just as 
before; whilst the new ones issued for home use would be 
appropriated to the service of foreign trade. 

(ii) Let us go back again to a time when silver coins had 
not been reduced to token money, and when the price of 
silver bullion was, say, 5s. an oimce. Then five one-shilling 
pieces would also weigh just one ounce, the equivalent of 
the bpEion they would buy. But, with each shilling-piece, 
light or heavy, passing as of the same value when issued as 
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monej', the price" of silver bullion would be five shillings of 
average weight. Now, assume that one shilling out of an 
average five is badly worn, a second clipped to three-quarters 
of its proper size, a third coined of metal of inferior fineness 
and so debased to two-thirds of its proper quality, and only 
two of the five in good condition. In such case the two good 
shillings would each be worth more than one-fifth of the 
ounce of bullion. A silversmith in need of silver to melt 
down would, in these circumstances, find more metal in five 
new shilling-pieces of full quality than in the ounce of bullion 
that any five shillings, new and old, would purchase. He 
would save for the melting pot all the new coins that came 
his way, and the old ones he would pass on again as money. 

According to Gresham’s Law, if coins of varjdng weight 
or quality are circulating together at the same value, the 
worse coins will cause the better ones to disappear from 
circulation; but the better coins will never cause the worse 
to disappear. We found the same evil at work amongst our 
gold coins in quite recent times, and the Government com- 
pelled in 1889 to take upon itself permanently the cost of 
withdrawing worn coins and minting them over again. 

(2) But how does this law apply to a coinage in which 
gold and silver are made to circulate together at a rate of 
equivalence fixed by Act of Parliament ? It will be per- 
ceived that the relative bullion value of the two metals, is 
bound to change from time to time. Gold and silver, like 
all other commodities, rise and fall in price, and it cannot 
be expected that both will always change simultaneously and 
always to the same extent. One or other -of the metals will 
soon rise above the value fixed for it as coin, and will become 
worth more for other uses. Consequently, it will disappear 
from the coinage. This was the position in England from 
1717 to 1816. During the whole of that century the gold 
guinea was made to pass as the equivalent of twenty-one 
silver shillings; but at that rate the silver coins were at that 
time under-valued. They disappeared to such an extent that, 
in the re-coinage that followed, the new standard coins were 
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made of gold only. Gresham’s Law had been operative. 
The gold coins had been over-valued. They had become 
worth less than the silver value fixed for them, and they had 
driven the under-valued silver coins out of circulatioi?, for 
these had become worth more for purposes other than money. 
The’dif&culty, with standard coins of two metals, of keeping 
them rated at the natural relative values of the two metals, 
led to the adoption of a single-metal standard. Ever since 
then, silver has been used only for token money. Being 
over-valued in that form, it cannot now be driven out by 
gold; and, to prevent the gold being driven out by silver, 
restriction is placed on the quantity of silver coins minted, 
and on the number that can be offered and not refused in 
any one payment. 

6. Paper Currency. Token coins merely represent parts 
of the value of the standard coin, their values as metal being 
less than those at which the coins pass. For this reason 
they have been called representative money, another form of 
which is paper money, itself consisting of different kinds. 

(1) Kinds of Paper Money. In a division by themselves 
must be placed the currency notes of the Treasury and the 
notes of the Bank of England. Both of these are legal tender, 
which means that a creditor cannot refuse them when his 
debtor offers them in payment of what he owes. The law 
lias made these notes a compulsory form of money. It is, 
therefore, reasonable to expect the maintenance of their 
efficiency as money to be quite as much the duty of the 
State as is the keeping of the coinage in good condition. 
The law provides .that gold may be obtained for both kinds 
of notes at the Bank of England. But, if many people 
wished to turn them into gold, they might find it somewhat 
troublesome to do so, as the Bank of England has only three 
offices in London, and only eight in other towns. Both kinds 
of notes are accepted freely, because the Treasury notes are 
issued by the Government itself, and the Bank’s issue is 
strietjy regulated by law. Unless the Bank Act be suspended, 
the immediate convertibility into gold of the Bank of England 
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notes is at present more certain than that even of the 
Government’s own issue, for there is a bigger deposit of gold 
behind the notes of the Bank. 

The next division includes cheques and bills of exchange 
of all kinds. These, of course, have behind them only the 
more or less questionable stability of the many and various 
parties to them. Further, every cheque or bill differs from 
a Bank of England or Treasury note in its being used, as a 
rule, to make only one or at most a very limited number of 
pa37ments. A cheque is nearly always presented at once for 
pa57ment; but a Bank of England or Treasury note circulates 
from hand to hand indefinitely. In a third division might 
be placed bank notes that are not legal tender. Such are 
not issued in England now; but they have been long the com- 
mon form, in Scotland and Ireland, of payments that in 
England until recently would have been made in gold. 
These Scotch and Irish notes circulate freely because they 
are also regulated by law; and because the banks that issue 
them are institutions of long standing, well known to the 
public, and with reputations far more substantial than that 
of the obscure issuer of the average cheque. The distinction 
between convertible and inconvertible notes will be dealt 
with presently. 

It may have been hastily concluded that paper currency 
is merely an appendage to the coinage. So it is historically; 
but from the quantity of paper now in use it might justifi- 
ably be looked upon as by far the most important part of 
the country’s monetary equipment. Had notes and cheques 
not been brought into use for other reasons it would have 
been necessary to invent them, or something like them, 
owing to the insufficiency of precious metals to supply all 
the money that is needed now. Cheques consist of orders, 
most of which are paid merely by making transfers of value 
in bank books, as explained in Chapter X. At the present 
time, because of the effect of war conditions, paper monej' 
looms larger than ever in importance. The gold coins in 
rirculation {i.s., outside the Bank of England) before tlm war 
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have been estimated at ;£123,000,000. IJfow wc rarely see 
gold money; and the Treasury notes that have taken its place 
have expanded into an issue of £300,000,000. Before the 
war the Bank of England notes in active circulation were 
about £30,000,000. Now they are £90,000,0001 ; and the 
valiic of the cheques that pass through the London Bankers’ 
Clearing House in an average week is nearly twice the com- 
bined total of Treasury and Bank notes in circulation. That 
gives a rough idea of the quantity of paper money used by 
the country as its medium of exchange. 

(2) Credit and Instruments of Credit. Taken literally, the 
word “ credit ” means the same as " trust." The value of 
a bank note, for example, lies in the right it gives the holder 
to demand payment in gold from the issuing bank. The 
realizability of this right rests on the solvency of the bank 
at the time when payment is required. If, therefore, a bank’s 
notes circulate freely, it must be because the public puts 
faith, or trust, or credit in the bank’s good name. So, when 
A draws a cheque on the bank B and pays the cheque to C, 
C takes it because of the trust he places, first, in A’s integrity 
and, secondly, in B’s ability to pay. We say that this 
system, whidi uses notes and cheques as money, is built on 
credit, and by that we mean that it is built on the trust or 
confidence existing amongst the members of the commercial 
commrmity who pay and receive this paper money. So long 
as the confidence endures, cheques are taken when the parties 
are known to one another; notes, in other circumstances; and 
gold is needed only for bank reserves and for payments to be ' 
sent abroad, because the notes of this country do not circulate 
in other countries* and are, therefore, of no use there as currency. 

But, in the affairs of the banking world the term " credit ’’ 
has taken to itself a special meaning. When a bank issues 
one of its notes, the bank gives the person taking the note 
a right of claim against the bank; and when the note passes 
on from hand to hand, this right passes with it. So, when C 
takes from A the cheque drawn on the bank B, he, too, tabes 

^ lExchiding those in the Currency Note Re.serve. 
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with it a traiisferaWe right of daini against the bank. Again , 
when Q accepts and returns the three months’ draft of P, 
Q also gives to P, or to P’s endorsee, a right to claim on Q 
iii three months’ time. Lastly, when the bank consents to 
allow its customer A to overdraw his account by £500, 1ho 
hank confers on A a right to claim on the bank up to the 
sum agreed, the right being, as we have just seen, transfer- 
able to C, and through C to others. From its original use 
of denoting an exercise of trust, the word “ credit ” has come 
to signify the nghis or claims which come into existence with 
exercise of trust in regard to payments, and which custom 
has made iransferahle from one person to another. The notes 
or cheques or acceptances that bear evidence of such rights 
and of their transfer are called “ instruments of credit," or 
sometimes “ credit money ’’; and the source of many of these 
instruments of credit, the means that a lending banker puts 
at the disposal of a borrowing customer, is called “ book 
credit." The same meaning appears in such phrases as 
“ supply of credit,” “ creation of credit,” and " amount of 
credit in circulation,” to be found in the literature of currency 
and banking. 

Now, if A obtains an overdraft from his bank B, and draws 
a cheque for the amount, that cheque makes an addition to 
the currency of the country. Wlien C, to whom tlie cheque 
is given, collects the amount through his own bank, this 
increase is for the time being extinguished; but C has now 
the right to draw a cheque or cheques for the amount, and 
very soon he passes on the right, or part of it, to T). D passes 
it to E, E to F, and F to others in succession. A’s loan, 
therefore, has been the cause of a continuing addition to the 
money in use, just the same as it would have been, had the 
bank advanced the money to A in notes. And the addition 
will persist until A, with whom it originated, takes an 
equivalent sum from money in circulation and with it pays 
back what he borrowed from the bank. 

The means that banks supply for the carrying out of such 
operations gives elasticity to the currency, so that the currency 
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expands when need is felt for more medium of exchange, 
and contracts when the need has passed. What proportion 
of the money in existence consists of credit and what of coin 
may be gauged from the Bank Balance Sheet on pag^287, 
where, against a liability to customers on deposit and cur- 
rent* accounts amounting to ;^8,000,000, the bank holds 
only £52,000,000 available in coin in its own tills and at the 
Bank of England. Credits that banks allow to customers 
come back to the banks as deposits. This does not mean 
that each credit allowed comes back as a deposit to the bank 
allowing it; but, if all the banks are taken together, the 
statement that credits do so come back is true. The greater 
the credits granted, the greater, therefore, are -the deposits 
received; but there is a limit to the quantity of credit that 
a bank may safely create. That limit is the point at which 
the resulting increase in deposits would give depositors the 
right to demand gold out of all proportion to the coin at the 
bank’s disposal. 

To the extent, then, of the paper currency in use, our 
monetary system is based on the general good faith of the 
mercantile community. It is an exaggeration to speak of 
gold being the basis of the currency, in the sense that gold 
can be obtained directly, or indirectly, for any and every 
note or cheque. That it may be so demanded is the law. 
Nevertheless, the gold in bank tills and bank vaults is suffi- 
cient to serve only as a partial security against the possible 
breakdown of credit. In a crisis, such as followed the 
declaration of war in 1914, the whole of our store of gold 
would soon be exhausted in hquidating only a small fraction 
of the instruments of credit that would be afloat. Gold is 
the basis of credit in the sense, (1) that credit instruments 
express in terms of gold the values of the rights they repre- 
sent; (2) that in circumstances when no credit instrument is 
acceptable as money, gold is fallen back upon as the medium 
of exchange. With gold in one’s hands, the element of trust, 
and the dangers, real or imaginary, that it involves, are entirely 
eliminated. But if the demand for gold exceeds the 
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available stock, the monetary machine breaks down, and 
business of the more speculative kinds topples on the brink 
of ruin. 

(3> Convertible and Inconvertible Paper. A most important 
consideration in regard to paper money is this question of 
whether or not it can be converted into gold. The -sus- 
pension of the cashing of its notes by the Bank of England, 
and the many troubles attending note issues in this country 
before the issues were regulated by the Acts of 1844 and 
1845, have already been passed in review. Just as the 
country had to learn earlier how to manage its coinage, so 
It had to learn later how to manage the issue of notes. But 
bankers nowada 3 ?s are more concerned with the giving out 
of cheque books than with putting notes into circulation. 
The extent to which cheques may be drawn on banks is not 
regulated by Act of Parliament, nor can it well be so. 
Bankers, therefore, must act as their own monitors in this 
respect, and must see that they keep themselves supplied 
with sufficient liquid assets to meet any exceptional exercise 
of the power to demand payment in legal tender, which the 
possession of cheque books gives to their customers. Or, to 
state the case from another point of view, a banker must not 
create too much credit by the granting of advances, and in 
that way himself put it within the power of the borrowers 
to mal^p claims upon him beyond what his liquid assets wiU 
be capable of meeting. 

Interest in convertibility attaches for us, first of all, to the 
£1 and 10s. notes issued by the Treasury through the Bank of 
England. The Currency and Bank Notes Act of 1914 made 
these payable at face value in gold on demand ; but, until 
we restored the gold standard in 1925, gold so obtained could 
not be exported, and it could not be melted down. For 
practical purposes, therefore, the issue was inconvertible. 
Its rapid expansion soon brought about the evils of high prices 
and unfavourable foreign exchanges rates. In the Appendix 
is reproduced an interesting report made by the Committee 
on Currency and Foreign Exchanges towards the cloSe of 
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1918. Paragraph 42 of the report recommended that the 
maximum uncovered issue of one year should be made the 
legal maximum of the next year. By adopting that policy 
the Treasury has reduced the issue slightly ; and it has kept 
within the limit by occasionally adding Bank of England 
notes to the cover, as advised in paragraph 43. Notes of the 
Bank have also been substituted for the gold portion of the 
reserve in accordance with paragraph 44. A statement of the 
current position can be seen in the daily press every Friday 
morning. For provisions of the Gold Standard Act, 1925, 
affecting Treasury notes, see p. 320. 

The general question may, however, be raised of what the 
objection really is to inconvertibility in a note issue. If the 
notes have the force of law behind them, and if they buy as 
much as gold money of the same amount would buy, a pre- 
ference for gold would seem to be mere prejudice or senti- 
ment. So it would be — ^if the conditions stipulated were 
always fulfilled. But they are not. The danger of an incon- 
vertible issue of notes lies in the difficulty of withdrawing 
from circulation any excess beyond what the community 
needs at any time. Inconvertible notes are wanting in the 
quality of elasticity. Credit given by banks, or notes issued 
by them as advances, would be automatically cancelled when 
the customers accommodated could repay, and so save the 
interest charged. But an excess of inconvertible paper can- 
not be so cancelled, because the Government that issued it 
will not take it back. In so far as inconvertible paper is 
issued in excess of the amount of the gold it has displaced, 
the currency will be depreciated; that is, the purchasing 
power of money will become less than it was before, because 
there is now more of it. As explained in Section 7 below, 
prices will rise. Gold will be worth more for export, or for 
use in the arts, than it is worth as money in circulation at 
home; and it will disappear from the currency. For these 
other purposes, gold will sell at a premium on the “ Mint 
price," unless such sales are checked. Prices wiU no longer 
be ^Id prices. In other words gold will have ceased to be 
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the measure and Standard of value where the inconvertible 
paper is in use. 

Each ina-ease in the quantity of paper money afloat 
encourages home buying, decreases exports, raises prices, 
and causes more goods than usual to come in from abroad. 
But notes are of no use to send abroad in payment of these 
extra imports, because no country’s notes will circulate out- 
side its own borders, where its laws have no force. It fol- 
lows that gold win he drawn away in pa 3 mient of the surplus 
of imports, if the metal can be obtained; and in any case 
it will tend to be used only as the medium for settling foreign 
balances, whilst the home currency will be left with nothing 
but depreciated paper. This wiU be a third case of the 
operation of Gresham’s Law. The less acceptable part of 
the currency, namely, the inconvertible paper issued in 
excess, will be driving the more acceptable gold part out of 
circulation. 

Inconvertible notes, where they exist, have very often been 
convertible when first issued and have only become incon- 
vertible when, under stress of adverse circumstances, their 
gold backing has been lost or used up for other purposes, 
Then the same adverse circumstances that brought about 
inconvertibility produce the temptation to increase the issue 
at no more cost than the working of the printing-press, with 
a result that the state of such a currency goes from bad to 
worse, and the standard of value loses all stability. Most 
countries have had experience of the evils of inconvertible 
paper, Before the war. South American States were notorious 
for depreciated notes. Of the European belligerents of 1918 
Britain has come through best in this respect. France, 
Belgium, and Italy have been heavily hit by depreciation 
of the franc and lira. The old currencies of Russia, Austria, 
and Germany became all but worthless, and had to be 
reorganized ^ 

7 . Changes in the Value of Money. (1) How Money is 
Valued. Tliis chapter began by explaining how and jvhy 

’ At the end of 1923 mmld buy 20 billion paper marks. 
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the values of other commodities are all expressed in terms 
of the single commodity, gold. Now, if the value of a ton 
of coal is a certain quantity of gold, it must follow th^t the 
value of that quantity of gold can Tdc expressed as 1 ton of 
coal. Suppose the price of a ton of coal is £1 19s., then the 
value of an ounce of gold, which makes just £3 17s. lO^d. 
in coin, will be, as near as need be, 2 tons of coal. Should 
the value of a man’s felt hat be 9s. 9d., then the value of 
an ounce of gold would be expressible again as approximately 
eight of these felt hats; and similarly for other kinds of goods. 
If it happens that more goods than formerly can be obtained 
for a given quantity of gold, then the value of the gold must 
have risen; if fewer, it must have fallen. Thus we reach the 
conclusion that gold rises in value as the prices of other 
commodities fall; and falls in value as prices in general 
rise. The value of gold changes with its purchasing power. 

(2) Scarcity atid Abundance of Commodities. If potatoes 
rise in price, the cause will probably be that the crop has 
been poor, with the result that the commodity is scarce. 
Potatoes are so useful and desirable, that the average person 
will give considerably more money than before rather than 
go without them at dinner time. He will do this even if he 
has no more money to spend than he previously had. Each 
person will want more than his small share of the limited 
supply, and competition amongst buyers will force the price 
up. On the other hand, if owing to a plentiful harvest the 
supply is abundant, then each seller will try to sell the whole 
of his stock. When he finds the demand slackening off, he 
will undercut other sellers in his eagerness to dispose of the 
surplus in his possession. Consumers will then be able to 
get their usual supplies for less money than before. Thus, 
the value of money will rise with an increase in the 
supply of other goods, and will fall when the goods decrease. 

(3) Scarcity and Abundance of Money. What holds good 
about the relation of supply to exchange value in regard to 
potatoes or coal, beef or timber, or any commodity, must 
hold good also in regard to the commodity gold. If gold 
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became much more plentiful whilst other commodities were 
in normal supply, the gold would fall in value. It would 
become depreciated, and more of it would have to be paid 
for the same quantity of goods as previously. If, on the 
contrary, gold became scarce, a smaller payment would 
command the same quantity of goods as before, and the 
value of gold, and therefore of money, would rise. The value 
of money, or its purchasing power, rises with a decrease in 
its supply, and falls as the supply increases. 

It has been shown, however, that for the purposes of 
money, it is not gold metal that matters most. By far the 
largest part of our currency consists of paper instruments 
of credit. Therefore, any expansion in the credit portion 
of the currency would have the same effect as an increase 
of the gold in circulation; and contraction of credit, the same 
effect as a decrease in gold. If, then, the currency is increased 
by an expansion of credit, the supply of goods and labour 
remaining as before, money will fall in value whilst goods 
and wages rise. If the currency is decreased by a contraction 
of credit, the value of money tend to rise, and goods and 
wages faU. 

(4) Index-mmbm of Prices. For simplicity of illustration, 
we have talcen a single influence at work at one time; but in 
.actuality there may be several tendencies all operative at 
once. The result then be the combined effects of their 
interaction. As some goods may rise in price whilst others 
are falling, it is usual in estimating changes in the value of 
money to take the prices of a number of representative com- 
modities for a selected period. To these prices, or to their 
total or their average, is assigned the index-number 100; and 
the index-numbers for future periods are obtained by adding 
or deducting the percentages that represent such increases 
or decreases in price as are found to have taken place. The 
following are the index-numbers compiled by The Statist for 
the wholesale prices of forty-five commodities on the basis of 
Sauerbeck’s figures, the prices for the eleven years (1867^77) 
being taken as 100. 
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Jevoiis's adjustud figures 
for 1810 . . .171 

Sauerbeck’s figures for 

18R7-1877 . . .100 

Year 1880 ... 88 

Years 1881-1890 . 75 

„ 1891-1900 . . 66 

1901-1910 . . 73 


Index 

No. 

Year 1911 80 

1912 85 

„ 1913 85 

„ 1914 85 

1915 108 

.. 1916 136 

„ 1917 175 

1918 192 


No. 

Year 1919 *206 
1920 251 
„ 1921 155 

„ 1922 1.31 

„ 1923 129 

„ 1924 140 


II.— COMPARISON OF WAR AND POST-WAR. 
ANNUAL INDEX NUMBERS 



1914. 

1916. 

1918. 

1920. 

1921. 

1923. 

1924. 

W'gotablu Foods (8) 

75 

133 

171 

227 

143 

98 

122 

\iiiniii1 Food (7) . 

Sugar, Cofloo, Tou (4) . 

100 

1.52 

207 

263 

213 

162 

156 

58 

86 

1.38 

193 

83 

101 

104 

Food-stiiffs (19) . 

81 

130 

177 

234 

158 

122 

131 

Minerals (7) . 


158 

187 

295 

181 

155 

162 

Textiles (8) . 

81 

129 

222 

262 

140 

140 

170 

Sundries (11) 

87 

136 

202 

244 i 

145 

117 

119 

Materials (26) 

88 

140 

204 

264 

153 

134 

147 

Total (45) 

85 

136 

192 

251 

155 

129 

140 


(5) The Efficiency of Money Affects Its Value. A further 
point to be noticed regarding the value of money is its rapidity 
of circulation. When the sewing machine is so improved 
that it works at high speed, one machine turns out more 
stitching than before. Fewer machines are needed to obtain 
the same output; or the same nmnber of machines are capable 
of bigger output. When, by improvement of commercial 
organization — of banking methods in the making and col- 
lecting of payments, of postal and telegraphic services, of 
transport communications — money can be made to move 
more ,quickly than before from hand to hand or place to 
place; then, a less quantity will be needed for the same volume 
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of trade;, or the same quantity will suffice for increased com- 
merce. Money will, like the sewing machine, have become 
more efficient. The value of money depends, then, not 
simply on the quantity in use; but on the quantity and the 
rapidity with which, on the average, it circulates. When 
business is brisk it moves more quickly than in times of 
slackness. 

(6) Instability of Money Value. Enough has been written 
to malm it plain that money in the forms we know is not a 
stable measure of value. The quantity of gold itself in 
existence does not alter very quicldy. So indestructible is 
gold, that a large accumulation has been handed down from 
past times — so large an accumulation that increase of the 
stock by mining operations does not make an appreciable 
difference in a short period. That is one of the reasons why 
gold has been selected to serve as money. But, on the 
foundation of a small currency originally composed of metal 
entirely, there has been erected a huge superstructure of 
credit, and the whole is now used as the medium of exchange. 
Rapid expansion and contraction of this superstructure of 
credit, except when these movements happen to coincide 
exactly with expansion and contraction of trade, cause the 
value of money to change quickly and continuously. 

Still, changes in the supply of precious metal also tell in 
the long run. Such changes gave rise to the movement for 
establishing in different countries a double or bimetallic 
standard consisting of gold and silver. The theory is that 
if both metals were coined freely, and used side by side, both 
being legal tender for any amount, they would give a more 
stable standard than one or other metal by itself. Attempts' 
to apply the theory in France and in the United States have 
not, however, been successful. European nations have 
gravitated more and more towards the single gold standard, 
and have left the older standard of silver to the older 
civilizations of the East, or to countries where silver is largely 
produced. 



CHAPTER XXr 


THE MONEY MARKET 

I. What is the Money Market? In answer to this question, 
the first point to be mentioned is that here the word “ money ” 
does not mean money itself in any of its forms. " Loan 
Market " would be a term much more exact. What is bought 
and sold in the Money Market is only the loan or the use of 
money or of credit; and the phrase “ price of money ” means 
ilie charge made for the use of it for a time, that i.s, the rate 
of interest at which loans arc arranged. The Money Market 
puts down certain sums now to be used, and to be returned 
on future dates together with payment for their use. When 
the charge for u,sc, that is, the interest, is high, money is 
said to be dear ; when low, money is cheap. In the Money 
Market sense, " value of money ” has no reference whatever 
to a rise or fall of the value of money in the economic sense 
discussed in Chapter XX — ^that is, to a change in its 
purchasing power. 

The Money Market is in the city of London; but, unlike 
many other markets such as the Stock Exchange, the Wool 
Exchange, or Covent Garden, it occupies no single building 
of its own. Lombard Street has been used as a name for 
the Money Market as a whole, because it is representative of 
the habitations of the members of the Market; but the 
confines of the •Money Market would be more correctly 
described as co-extensive with the haunts of all whose 
dealings enter into the Market’s business. Included in 
these are the head offices in the City of the English banks, 
the London offices or agencies of provincial and foreign 
banks, the establishments of the bill brokers and discount 
houses, and, last though not least, the Bank of England, 
The,money to be loaned in this market is: (1) the surpluses 
in the hands of the English banks in London or sent up to 
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them from the countrj' — ^moiicy that they have not been 
able to use in advances or discounts to manufacturers and 
trader's; (2) similar siiqiluscs of the Bank of England; and (3) 
money accumulated with the Colonial and foreign banks in 
London, or sent to them from their offices abroad to be put 
out at inlcrest here. I.r)ndon is not onty the centre to wliich 
all surplus loanable capital of this country finds its way; 
but is also to a great extent such a centre for the world at 
large. Deposit banking developed here first and so made 
funds available for lending here more than anywhere else. 
Besides, when England became the richest country in the 
world, London got the start. Loanable money is always to 
be had here, the price depending, as with other purchasable 
things, on the relation of supply to demand. 

2 . How the Banks Lay Out Their Funds. The way in which 
a banker dispo.ses of the money entrusted to him is shown on 
page 287, in the abridged balance sheet of what is at present 
the largest English bank. It will be noticed that in this 
instance something over one-quarter of the assets is in most 
liquid fomi; namely, cash in hand, balances at the Bank of 
England, and money at call and short notice. This is what 
the bank keeps immediately available should exceptional 
demands arise at any time for tlie cashing of customers’ 
cheques over the bank’s counters. Something under one- 
quarter is laid out in bills discounted and in sound investments. 
Good bills for short terms are an ideal asset for a banker. 
The money put into them is not locked up for long periods^ 
nor in large amounts, as the bills are numerous and are con- 
tinually maturing. Besides, in case of disllbnour the banker 
has a right of recourse against the drawer or any of the 
endorsers of each bill; and the biUs discounted by English 
banks are almost entirely bills accepted and payable in this 
country. The investments taken up are such as always 
command a market in any but most exceptional circum- 
stances. Roughly, one-third again of the bank’s funds is 
advanced to customers, and is the portion of the bank’s 
assets that could be least quickly realized. It should be 
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pointed out, however, that these proportions may vary witii 
different circumstances, and with different banks. Banks 
publish their balance sheets in order to make their solvency 
known, and so inspire that confidence in their stability 
which is essential to the maintenance of their business. 


Midland Bank, Limited. 

Balance Sheet {abridged) at 30//t June, Ifl'i.S. 

Assets. 

Cash in hand and 
cash al Bank o[ 

Enghind . . SI,SB3,lH(i 

C'.hcqucs in transit . 17,7B(),0IH 

Monev at call and al 

short notice . . IB, 101,3.S4 

Investments . . .'IS,fi47,576 

Bills ot KKcIiangc . 41.043,679 

lB2,ll,i,808 

Advances to Cus- 
tomers . . . 198,027,999 

Liabilities of Cus- 
lomorsfoi acceptances 29,482,109 
Bank Premises . .S ,930, 632 
■Belfast Bank Shares, 
etc., etc. . . 6,238,776 

401,79.6.324 I 401,795,324 


The most readily available part of the banker’s assets 
consists of those that bring him in little or no return. His 
cash in hand brings in nothing. Neither does his balance at 
the Bank of England. The money at call or short notice 
earns a low rate of interest; and the next least remunerative 
asset is the bills he discounts in bulk for bill brokers. As 
these are the least profitable parts of his funds, they arc the 
last to be invested. They make up the surplus already 
referred to which, as it cannot be employed to greater benefit 
compatible with the security of the bank, is laid out in part 
lor short terms in the Money Market. 


Liabilities. J 

Capital paid up . 11,976,890 

Reserve Fund . . 11,976,890 

Current, Bepo.sit, and 
other Aecounis . 348,3.69,435 
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3. The Bank of "England and the Money Market. At first 
thought^ it seems strange that the other banks arc content 
to keep large balances without interest at the Bank of England. 
One Gbject in their doing so is, as explained in Chapter X, 
to facilitate settlement of the differences arising daily out of 
Clearing House operations. More vital considerations are: 
(1) that, in emergencies, balances at the Bank of England 
can be turned on demand into notes or gold, and are there- 
fore looked upon by the banks as the equivalent of gold in 
hand; (2) that the practice of keeping large balances there 
gives the other banks some claim on the Bank of England, 
and through the Bank of England on the Government, in 
times of distress. It makes the Bank of England interested 
in the stability of the other banks whose funds it uses; and 
the Bank of England is so closely connected with the Govern- 
ment, that in a crisis the Government is compelled, by its 
own financial interests, to take action for the preservation 
of the banking system of the country as a whole. These 
balances of the other banks go to make up the surplus of 
funds that the Bank itself is free to use in the Money Market. 
The Bank of England became the “ bankers’ bank " when, 
in the early days, the volume of its business gave it a pre- 
dominant place. Several of the joint-stock banks have now 
grown to be its rivals in size, and its power to control the 
Money Market is consequently on the wane. Yet, it main- 
tains its position as the nucleus of the banking system for 
the reason just stated, and because of its prestige as Govern- 
ment banker, of its being the issuer of the only legal tender 
bank notes in England, and of its acting as intermediary 
between the other banks and the Treasury for the issue of 
currency notes, and the Mint for coin. Moreover, the amount 
of loanable money it commands is so large as to give it the 
means of affecting the Money Market very appreciably when 
it has occasion to exert its power. 

4. Other Members of the Money Market. Besides the Bank 
of England and the other banks, the Money Market embraces 
(1) bill brokers; (2) foreign and Colonial banks; (3) brokers or 



THE MONEY MARKET 


jobbers on the Stock Exchange. UUl brokers and bill dis- 
couniers carrj' on the business of discounting bills for merchants 
and others. Those to whom the name of “ broker *’ is cor- 
rectly applied procure the bills on commission for the banks, 
The others work on their own account; and the money they 
use is obtained in one of two ways — {a) by re-discounting the 
bills in parcels with the banks at slightly lower rates than 
they have themselves charged their customers; (6) by bor- 
rowing money from the banks or elsewhere at call or short 
notice, and at a low rate of interest. It has been shown that 
the banks usually have surplus funds seeking employment. 
Rather than let these funds lie idle, the banks lend them in 
this way, and they can afford to pul the money out for very 
little return at times, because much of their customers’ 
balances lies in the hands of the banks free from interest. 
These dealers in bills can carry on this discounting business 
more efficiently than the banks, because bank managers have 
many matters claiming their attention; whilst this is the only 
business of the bill brokers, and they lay themselves out to 
acquire the special knowledge and experience needed to 
conduct it, Also, on the side of the banks, it is found more 
convenient to receive the bills in large assorted batches. 
The smaller brokers frequently work from hand to moutli; 
but the liigger discount houses, which include several joint- 
stock companies, have capital at their disposal, and they 
take money on deposit from outsiders. 

Stockbrokers come into the Money Market for loans with 
which to pay for stocks they have bought. These stocks 
their clients desire to have carried over the next settlement, 
because they have bought them in expectation of a rise in 
price, and they are waiting for the rise to take place before 
they sell again. The loans are made on the security of the 
stock and share certificates deposited with the banks, the 
latter always keeping in hand a margin of about 10 per cent, 
against possible falls in price. Very much of the business of 
the 3tock Exchange is of this speculative nature, and very 
large sums are often outstanding, advanced for this purpose 
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by the banks out ol thdr surplus cash. The money is always 
repayable on the next settling day, which is in a fortnight’s 
time.. 

The Foreign and Colonial Banks, like their English com- 
peers, use the London Money Market, when its rates _pay 
them to do so, for putting out surplus funds at interest and 
for buying bills under discount; or they use it for selling 
bills on London that are remitted to them from foreign 
centres. 

S. Rates of Discount and Interest. The most important 
rate is the Bank of England published minimum rate for 
discounting bills. Its importance, however, is not derived 
from the amount of business now transacted at that rate. 
The market rate, that is, the rate charged by the brokers and 
by the banks to their customers, is lower than the bank rate. 
For this reason, and to keep hold of its business, the Bank 
has for a long time discounted bills for its regular customers 
at the market rate. It charges bank rate only to biU brokers 
and others who come to it occasionally for the accommoda- 
tion they cannot get elsewhere. When “ money is scarce,” 
the banks call in their short loans from the brokers, who, 
in order to find the means of repayment, are forced to borrow 
from the Bank of England at the official rate. The following 
table of rates is taken from the daily Press — 

Market Discounts. Bank and Money Rates. 

Per cent. Per cent. 

60-day Bank Bills . 3J Bank Rate ... 5 

3 months' „ . 3} Bank ol England Loans 4 

6 ,, „ . 3j Brokers' Deposit Call 3 

3 „ „ . 3j 3,*i Bankers' Deposit Rate 3 

4 Trade Bills 4 4i Brokers' Notice . . 3 

6 „ „ . 4i 4| Day-to-day Money . 2J- 34 

4 „ „ . 4i 4| 7-day Market Loans . 3^ 

The bills discounted in the London Money Market are bills 
payable in this country that have been drawn abroad, sold 
by the drawers, and sent over here to be accepted, discounted, 
and collected. Two British signatures — ^the acceptor’s and 
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another — are required by the Bank of Eirgland on tlie ihlls 
it discounts. Prices for discounting bills arc quoled in tlie 
form of percentages to be deducted from the amounts of tlie 
bills. In the language of the Memey Article, rates of dis- 
count are said to be “ firm ” or to “ harden ’’ when they rise, 
and so cause the present worth of bills to be less. The rates 
are “ weak ” or “ ea,sy ” when they fall, and the money 
given in exchange for the bills is consequently more. Bank 
bills are those on which the name of a bank appears. Because 
such bills can be discounted at slightly lower rates than trade 
hills, many merchants arrange with their bankers to accept 
bills for them, and then the merchants instruct their creditors 
to draw upon the banks instead of drawing on the merchants 
themselves. The banks, of course, hold their customers 
liable for pa 3 mient of the acceptances when they mature. 
Items of “ acceptances on behalf of customers ” appear in 
the balance sheets of all the banks. A few old-established 
firms in London specializing in this business are known as 
“ accepting houses.” 

The importance of bank rate nowadays is that when it 
rises, the market rate usually — but not always — ^I'isos with it; 
also, that it is the minimum discount rate outside of London; 
and that it is still the governing factor in the fi.xing (jf the 
rate that the other banks and the discount houses offer for 
deposits. Deposit rate is usually 2 per cent, below bank 
rate, and a change in this affects again the rales which the 
banks charge for overdrafts and for advances, as well as lliat 
which they allow on current accomils in the provinces. 

Profits in the Jdoney Market are made on small margins, 
so that even a slight rise may mean a loss to the bill brokers 
when they come to re-discount with the bank’s bills they had 
themselves discounted for their customers before the rise 
took place. The market works largely on loans, delicately 
balancing borrowings against discomits, and rate against rate. 
This fine adjustment of the machinery of the Money Market 
necessitates its very careful handling when any disturbing 
omen appears in the financial or political outlook. 
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6. The Bank ot England Reserve. In ordinary circum- 
stances, the banks keep in hand just sufficient “ till money ” 
to cover day to day requirements. Their reserves of cash arc 
paid into the Bank of England, and when they find that they 
need more cash, they draw what they need from the Bank. 
The Bank of England, therefore, has to keep, not only its 
own reserve of cash, but the reserves of all the other hanks 
as well. Now, the Bank of England is obliged to cash its 
notes in gold whenever it is asked to do so; and this obliga- 
tion lays it open to demands for gold for export and other 
purposes. The usual procedure for obtaining gold in quanti- 
ties is first to procure notes from the Banking Department, 
either direct or through another bank, and then to cash the 
notes in the Issue Department. This operation reduces the 
drawer’s balance, or that of his banker, at the Bank of Eng- 
land; but. as it also reduces the notes in the Banking Depart- 
ment by the same amount, it follows that, relatively to the 
Bank’s liabilities, its cash reserve will then be less than it 
was before. A reserve, for example, of 30 millions would be 
50 per cent, of habilities amounting to 60 millions; but if the 
liabilities and the reserve were both reduced by 6 millions, 
the percentage would fall from 50 to 44^. A heavy drop in 
the reserve is not a matter that concerns the Bank of Eng- 
land alone, for the Bank’s reserve, it must bo remembered, 
includes the cash reserve of all the other English banks. 
As soon, therefore, as demands on the Bank’s cash look like 
leaving the reserve dangerously low, particularly if the drain 
is one of gold for export, the Bank raises its official rate 
above the level of the Continental discount rates. The other 
banks and the bill brokers usually follow this lead and raise 
their rates too. The result is that money is attracted to 
London, because it can then be used there more profitably 
than elsewhere. There will be an increase abroad in the 
demand for bills payable in London; and as such bills are 
bought up and the exchanges rise [see Chapter XXII), 
remittances will arrive in gold. The gold will find its^way 
to the Bank of England, and the reserve wiU be replenished. 
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If it be asked, “ Does the raising of the* bank rate always 
attain this end ? " the answer is, " No, not always." 
Whether the scheme works successfully, or not, depends on 
the quantity of money floating on the Market. The Market 
rate of discount will rise with the bank rate if competition 
is not keen enough to keep it down. The competitors for 
discount business are, as we have seen, the English banks, 
the bill brokers, and the foreign banks; but owing to their 
size and power, the influence of the English banks is para- 
mount. If the competitors have a good supply of money 
at their disposal, they will continue to bid against each other 
for the bills that are on offer, and the rise in bank rate will 
have little effect. In such circumstances the Bank of Eng- 
land makes a further move. It itself borrows the excess of 
floating money. One way of doing this is for the Bank to 
sell Government stock for cash; and then to buy it back " for 
the account," that is, to be paid for on the next Slock 
Exchange settling day. The difference between the buying 
and selling prices is sufficient inducement to draw money 
temporarily off the market, and to make the increase in bank 
rate effective for bringing gold from abroad. 

When mention is made of the “ Bank Reserve," it must be 
clearly understood that the term is applied to the notes and 
coin lying in the Banking Department. This cash reserve 
of the Banking Department must be distinguished from the 
Rest or reserve fund of the Bank, on the one hand; and, on 
the other, from the stock of gold coin and bullion held by the 
Issue Department, and sometimes referred to as the " gold 
reserve." It has* long been recognized that the Bank of 
England’s reserve is insufficient to serve as base for the mass 
of credit heaped upon it by all the banks; but no satisfactory 
reform of the system has yet been instituted. In 1847, three 
years only after the Act of 1844 was passed, in 1857, and 
again in 1866, there were financial crises. These caused such 
demand on the Bank for notes and gold, that the Act had 
to bp suspended to prevent the reserve being exhausted and 
the Bank from closing its doors. In times of alarm, people 
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are uneasy about' their money. As they want to see it in 
gold or legal tender notes, more currency of that kind is 
needed then than in ordinary times. All the banks seek to 
lay in a larger stock of legal tender money in order to meet 
the increased demands of their customers for it; and this 
movement, if carried to any length, soon wipes out' the 
reserve of the Bank of England. On application to the 
Chancellor of the Exchequer, permission is granted to issue 
extra notes against securities, instead of against gold as the 
Bank Act requires. The want of the gold behind this extra 
issue does not trouble the public or the banks. They are 
content to take the notes on the credit merely of the Bank 
and of the Government; and the expansion in the issue 
instantly causes the tension to rdax. Parliament is 
afterwards asked to give an indemnity for the irregular 
proceeding. 

7. The Money Market and the War. On the 1st of August, 
1914, after bank rate had been raised to 10 per cent., the same 
thing occurred again for the fourth time. On this occasion 
the war on the Continent was the cause, leading to a drawing 
in of aedit and a consequent demand for more notes and 
gold for the circulation and for bankers’ till money. The 
recurring necessity of suspending the Act of 1844 has given 
force to an agitation lor its amendment. An arrangement is 
desired whereby, in emergencies and under security against 
abuse of the arrangement, the note issue of the Bank may 
expand freely to the extent of the demands upon it. So 
great was the stringency in August, 1914, that the Govern- 
ment itself stepped in with rehef. To meet the need for 
extra legal-tender currency of smaller denomination than 
the notes of the Bank of England, Treasury notes for £l and 
10s. were issued, and Bank Holiday was extended for three 
days whilst the new notes were bemg printed. 

The declaration of war by Austria on 24th July and, 
following that, the calling in of money due by other countries 
to England, caused such a demand abroad for bills payable 
in London, that the machinery of the exchanges broke down. 
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This stopped the transmission of funds that bankers and 
accepting houses were expecting and were depending upon 
for the meeting of coming engagements. The declaration of 
war also caused such a flood of sales on the Stock Excliange 
by German and other holders, that prices fell phenomenally. 
One’ result of this fall was that the securities given by stock- 
broker for borrowings from the banks became insufficient to 
cover the loans, and had to be supplemented. But the fall 
was so general and continuous, that the borrowers were 
unable to make up the whole of the additional security 
required. To prevent the development of a worse situation, 
the Slock Exchange decided to close. Continental bourses 
were already shut, and New York followed immediately on 
London. 

Bills that might not be met for want of funds, and 
securities that could not be sold because prices were too low 
and the Stock Exchange was closed, were of no use to 
bankers whose liquid assets had to be increased. Bankers, 
bill discounters, stockbrokers — ^all the members of the Money 
Market — ^were directly involved, and through them the com- 
mercial community at large. To avert collapse all round, 
the Government had further to declare a general moratorium, 
that is, legal postponement of the payment of debts of all 
kinds. The Government also provided for the lending by 
the Bank of England, at the risk of the Government and at 
2 per cent, above bank rate, of the wherewithal to pay bills 
that the acceptors were themselves unable to meet; and for 
advances to be made, on similar terras, of 60 per cent, in 
each case of loans’oulstanding on unredeemed Stock Exchange 
securities. Part of the interest charged went to an insurance 
fund against Government loss. In this way, the country 
was 'saved from a financial catastrophe on the top of the 
political one, and at a cost which has been inconsiderable in 
view of the evils averted 

As month by month the four trying years of war wore on, 
it became apparent that the country was suffering from the 
consequences of a growing expansion of credit and currency. 



MODERN BUSINESS AND ITS METHODS 


The increase of floating credit arose, in the manner described 
in Chapter XX, Section 6 (2), from the fact that a large part 
of the Government loans was made to it by the banks. 
As explained in the Appendix, loans made by the banks 
created new credit; whereas subscriptions to the same loans 
by the public merely effected transfers of credit already in 
existence. This new credit, being paid away by the Govern- 
ment to suppliers of war materials, quickly found its way 
back to the banks as balances on current accounts, to be 
drawn upon by cheques and so launched definitely into 
circulation. Abundance of money, and scarcity of labour 
and material, meant high prices and high wages, as accord- 
ing to Chapter XX, Section 7, they naturally would. These 
in turn led to demands for more currency, and the issue of 
Treasury notes was increased week by week to meet this need. 
Then, on the strength of growing deposits, the banks invested 
in further loans; and the resulting increases in the currency 
led to still higher prices, and these to higher wages again. 

In the Money Market the Treasury offered continuously 
quantities of Treasury bills at fitxcd discounts, with the result 
that the prices of these issues controlled the discount and 
interest rates. Gold was early withdrawn from circulation 
and shipped abroad to settle adverse balances with neutral 
countries from which we endeavoured to supply our unpre- 
cedented need for goods. It was made illegal to melt clown 
gold coin, or to buy it above face value ; and, all imports of 
gold being reserved for the Bank of England, there was no 
outside sale of bullion, and no market price for gold. Loans 
were raised in the United States, and American securities held 
here were collected in great numbers and sold back to the 
States. The proceeds were used to pay for materials, or to 
buy in New York bills payable here, and so help up the 
exchange. In 1925 we relumed to the gold standard as 
explained on page 320. 

8. The Bank Return Again. The Return below reflects the 
effects of war conditions, and its comparison with the Return 
on page 255 brings out the differences. 
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BANK or ENGLAND WEEKLY RETURN, 

12/A Febmanf, 1919. 

Issue DEPAMMEirr. 

£ 

Notes Issued . . 99,020,795 Government Debt . 11,015,100 

Other Securities . 7,434,900 

Gold Coin and Bullion 80,570,795 

99,020,795 99,020,795 


Banking DEl*AKrMiiNT. 

Proprietors’ Capital . 14,553,000 I Government Securities 52,5^9,744 

Rost .... 3,444,196 i Other Securities . 83,297,994 

l^ublic Deposits . 28,158,294 I Notes . . . 29,187,980 

Other Deposits . 120,045,536 Gold and Silver Coin 1,048,322 
7-Day and Other Bills 12,994 \ 

166,214,020 ' 166,214,020 

The notes in circulation have risen from £29,315,255 to 
£69,832,835. The Reserve (notes and coin in the Banking 
Department) is £30,236,282 against £29,189,399, the decrease 
in its ratio to liabilities being from 52 to 20 per cent. The 
increase in Government Securities is due to war advances 
made by the Bank to the Government. The increases in 
Other Deposits (which are mainly bankers’ balances), and in 
the note circulation arise, as explained on the preceding page, 
out of credit, created for the Government by the banks, and 
paid away for war materials and services. The student may 
compare these two returns with the current one he can find 
in the newspaper any Friday morning, remembering (p. 279) 
that, in addition to the reserve in the banking department, 
a large part of the notes issued is now held as cover against 
Treasury notes in circulation. 

In ordinary years the Bank Return shows a continuous 
rise in Public Deposits from January to March, due to the 
collection of the taxes. A fall in the same item occurs when 
the interest is paid by the Bank on Government stocks; for 
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example, aL the end of each quarter for Consols, on 1st June 
and 1st December for War Loan, on 1st April and 1st October 
for National War Bonds. The money paid out, however, 
soon 'reappears as an increase in the Other Deposits. Such 
movements as these are regular and expected; but the Market 
is more interested in those which are irregular, and perhaps 
unexpected. Of the latter, a tendency to decline in the 
percentage of the rcser\'e to the Bank’s liabilities would fore- 
shadow a raising of the bank rate with the view of protecting 
the reserve. As the Other Deposits furnish a rough gauge 
of the amount of disposable funds on the Market, a contrac- 
tion in tliis item spells scarcity of money. When an expan- 
sion in Other Deposits is accompanied by an increase in 
Other Securities, it suggests that the banks are calling in 
funds to add to their Bank of England balances, and are 
forcing the bill brokers to discount with or borrow from the 
Bank. This movement would be the forerunner of a rise 
in the market rate of discount. Occurring regularly at the 
end of each half-year, it signifies only a temporary recall of 
money, said to be due to “ window dressing ” on the part 
of some of the banks and other financial institutions, which 
means that the money is called in for the purpose of making 
a good showing of cash in their published balance sheets. 
If this movement appears at other times, it indicates a 
sensing of impending danger to be estimated by the measure 
of the movement. 

A drain on the Bank’s reserve may be occasioned by home 
or by foreign demands. If it occurs at regular periods, as for 
the getting in and buying of crops at harvest time, or just 
for extra cash to be spent during the holiday season, it is 
not important. In these cases, the money withdrawn will 
soon return. But a drain for exceptional purposes at home, 
or for gold for export, has to be watched more closely, 
because the replenishing of the reserve is then more difficult 
and more uncertain. Such a drain, if continued, would lead 
immediately to the raising of the Bank of England’s official 
discount rate. 



CHAPTER XXn 

J-ORKIGN liXCIIANC.I', 

I. rfome and Foreign Payments. I( a debtor and his creditor 
live in the same place, payment of the debt may be made in 
notes or coin at no greater cost than the wear and tear of 
shoe leather. When the parties are in distant towns, the 
cost of making the payment might materialize as a small 
commission charged by the Post Office for a money order. 
More likely a bank cheque would be sent, and the banker 
on whom it was drawn would either charge the drawer a 
small commission for paying it, or would pay all the drawer’s 
cheques without charge in return for the use of his customer's 
balance free of interest. If it were a South African or 
Australian debtor that wanted to send £500 to this country, 
he would ask his Colonial banker for a draft of that amount 
on London, and would be charged a few shillings extra when 
he paid for it. In Cape Town or Sydney the money would 
be taken as pounds. In London it would be paid out as 
pounds again; and such a transaction would present to the 
remitter no greater difficulty than does the sending of a 
money order from Manchester to Birmingham. The point 
to be noted, however, is that money in a distant town or 
country is not of the same value to a creditor as money at 
his own home; and that the difference in value may be taken, 
for the present, as the cost of transmission from the one 
place to the other. 

If, now, a Liverpool merchant owed 1,500 dollars in New 
York, the question would arise of how many pounds he must 
hand over in the Mersey City for 1,500 dollars to be paid out 
to his creditors on the other side of the "herring pond." 
Were an exporter sending goods to Switzerland, the question 
would again arise, of how many francs he could claim in 
Geneya or in Zurich as the equivalent of ^250 here; or else, 
how many pounds be would be entitled to draw here in 
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settlement of a cfaim for, say, 6,300 francs out there. The 
cost of remittance would have to be allowed for as before; 
but, first of all, the difficulty would have to be overcome of 
converting the amount expressed in terms of the one country’s 
money into the terms of the money of the other. “ Foreign 
Exchange ” refers to the operation of making payments 
between this and other countries. It includes the conver- 
sion of British pounds into foreign units or foreign units into 
British pounds, and it allows, in the process of conversion, 
for the cost of making the remittance; or, at least, for the 
profit taken by the dealer in exchange, when he buys or sells 
bills on a foreign land payable in foreign money, and gives 
or takes for them money of his own country. 

2 . Mint Par of Exchange. Britain and other leading 
nations base their money on gold ; but (1) the British unit of 
value differs from those of the others, and (2) it refers usually 
to a coinage of different fineness. France, for example, coins 
gold that is T%ths fine, and makes 1 kilogramme of this metal 
into 155 napoleons of 20 francs each. Comparing this with 
the content of the sovereign as given in Chapter XX, we get — 
1,000 grammes of gold ,%lhs fine =3,100 francs 
480 Troy ounces of gold fiths fine = 1,869 sovereigns 
whilst 1 ounce Troy= 31'1035 grammes 
It follows that — 

(а) 1 franc = (1000 X iV-r 3100) grammes of pure gold 

(б) 1 sovereign = (480 X X 31-1035 -r 1869) grammes of pure gold 
Dividing (6) by (a), we find that the number of francs 

equivalent to one sovereign is — 


Or, following the method called “ chain rule," which is 
usually employed in this type of calculation, the work is 
set out thus — , 

How many francs = 1 sovereign 
if sovereigns 1,869 = 480 os. Troy British standard 
if British standard oz. 12 = 11 oz. pure gold 
if ounce 1 = 31-1035 grammes 
if pure grammes 9 = 10 grammes French standard 
if French standard grarmnes I.OOO = 3,100 francs ? 
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It will be noticed that, in this form of staffing the problem, 
(1) the first term of each equation is made to refer to the 
same subject-matter as the second term of the equation 
immediately preceding; whilst (2) the first term of all and the 
last both refer to the subject-matter of the answer; also (3) 
if the product of the numbers in the second terms is taken 
as numerator, and the product of those in the first terms as 
denominator, the result is exactly the same fraction as 
emerged in the previous method. Tliis ratio o[ 25-2215 francs 
to one sovereign is called the mini par of exchani’c, and 
means that the weight of fine gold contained in one sovereign 
is exactly the same as that contained in 25-2215 francs. 
The pars of exchange with other gold-using countries arc 
arrived at by similar process. 

3. Foreign Currencies. A table of the curronchis of a few 
of the countries with which mint pars exist is shown below. 
The currencies of some other countries will be noticed later. 


CoHii/cy. 

C7fia 

and tfs divtston. 

oj'MaTee. 

Krtimrln. 

l^ranco, Swiu.Thitid, and 
B^lnt . 

Italy .... 
Spain 

' frfttic ■=» lOO ccHlifii'’'* 

; lira ss 100 couti*smii 

1 too 

25*221.5 francs 
25*2215 lire 
25*2215 pesetas 


Utiited States and Canada 
Cfcrmajiy . . . 

HolMnd .... 

Dsninark, Swil-jri, ami 
Norw.iy . . . , 

Hmffary^ancl Czecho- 

' dollar « 100 c^nu 

1 inaik 100 plcimlgo 

1 florin or guilder 

« 100 ccuU 
! krone (crt)wii) 

.1 « 100 Ore 

krone (wowi) 

.1 -100 hMlcr 

4*860 dollars 

1 20*429 iibirks 

12* U Htiins 

18' 16 kroner 

24 02 krtaieii 

Sliver- 5 ceitU 




It will be seen drat these coinages are all arranged on the 
decimal principle, British and In^an money being the chief 
exceptions to this rule. * Britain, Australia, and South Africa 
use pounds, shillings, and pence. Switzerland and Belgium 
have the same coinage as France; whilst the moneys of Italy, 
Spain, and Greece are also modelled on the French system, 
though their coins are given native names. Denmark, 

A proposed scheme of British decimal coinage is explained in the 
Appendix. 

6— !1737a) 
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Sweden, and Norway go together again. Canada calculates 
in dollars and cents oE the same value as those ol the United 
States- but she has no gold coins of her own. Notes are 
issued' freely, and when gold is needed, the American eagle 
no dollar-piece) or the British sovereign is used. With 
these exceptions, the different countries all have different 
monetary units. Were it possible lor all to adopt the same 
unit no conversion would be necessary in the sending of 
nayments from one country to another; and there would then 
be only what has been here termed the cost oE remittance to 
take into consideration. „ „ ^ rr tt- • 

4 How Foreign Payments are Actually Made. If Higgins 
buvs from me goods valued at £200 and I buy from him 
goods valued at £220, it is not at aU necessary that he should 
make any payment to me. My paying to him the balance 
of £20 will settle both transactions. So, if France sells Great 
Britain £2,200,000 -w'Oi-th of goods in a given period, and 
Great Britain in the .same period sells France £2,000,000 
worth, the two countries can settle with each other by 
Britain paying and France receiving £200,000 only. 

My payment to Higgins would probably be made by 
cheque, which is the usual fonn of inland commercial remit- 
tance. But it might be made in bank notes, or in Treasury 
notes; or, again, there is a possibility of its being made in 
gold.* In the ordinary course of home trade, any of these 
methods would be quite satisfactory to the creditor. But, 
for settling the balance of £200,000 owing by Great Britain 
to France, no cheque or bill of exchange, no bank or Treasury 
note, would be acceptable. To wipe out- the balance of 
indebtedness, the £200,000 when remitted would have to stay 
in France, and these forms of money do not circulate there. 
The French people would not take them; or, if they did, they 
would not keep them, becauSe they could not use them for 
their own currency purposes. Banks might hold some of 
them as hivestments for a short time, but sooner or later 
they would be sent back to Britain, so that payment in spme 
more acceptable form might be given in return. Frencli gold 
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coins obtained from tlic Bank of England would do splendidly, 
because they would pass into circulalion in France. British 
gold coins, or those of a third cotmliy, or bars of uncoined 
gold would do also, because they would be welcome a'* an 
addition to the gold reserve of the Bank of France. More 
gooda or services would settle the balance, of course; but if 
the surplus of trade persisted in falling on the side of 
French exports gold would, in the long run, probably bo 
shipped. 

Suppose for the present, that there is only one bank in 
Britain and only one in France; that the British exporters 
all draw bills for the accounts owing to them; that their 
Frencli customers accept these drafts and make them pay- 
able at the Bank of France. Suppo.se, further, that the 
French exporters, too, all draw for their accounts; tiiat tlieir 
British debtors .accept the drafts and make them payable 
at the Bank of Britain. The drafts to be paid by the Bank 
of Britain will amount fo £200,0(X) more than those to be 
paid by the Bank of France. The former may ship gold for 
this difference, and both banks then start clear for what the 
next period of trading holds in store. 

So many drafts are, however, quite unnecessary. Tho.se 
drawn by the British exporters might he dispensed with 
entirely. The French exporters could, as Ixdorc, draw bills 
for £2,200,000 to be accepted by their Britisli customers and 
paid by the Britisli bank, immediately on their Ixxng drawn, 
they could be offci'cd for sale in Paris; and the French 
importers who liad payments to send to London would buy 
them, up to the ajiiount of the £2,000,000 that they owed 
in Britain. The buyers would post them to their British 
creditors, who would get them accepted, and then either keep 
them and collect them at maturity, or discount them in the 
meantime. This would still leaye in Paris £200,000 worth 
of bills that the French importers of goods would not require. 
These would be sold to the French bank, which would send 
them to its representative in London for the acceptances to 
be obtained. When the bills fell due and were collected, 
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the procccdb could be shipped to Paris in gold drawn from 
the Bank of Britain. 

But neither of the courses sketched above agrees exactly 
witlv what actually takes place. It probably happens that 
some of the creditors on both sides draw on their respective 
debtors, and that of the remaining debtors some pay by 
cheque,” whilst the others remit drafts bought from their 
banks or else bills purchased in their own bill markets. 
Then, instead of only one bank operating on each side, there 
will always be a number of banks and bill merchants interested 
to varying extents in the exchange transactions of the two 
countries. Further, as shown in Cliapter XXI, many of the 
bills payable in this country arc, when accepted, bought in 
the London Money Market by the British banks, and held 
by them as short-term investments until, one by one, they 
f al l due and are paid, and others take their place. In Paris, 
the French banks buy quantities of bills for the same pur- 
pose, and take those payable in Britain or in other countries 
as well as those payable in France. Bills drawn in France 
on this country are made out in sterling, and sold in Paris 
at so many francs and centimes to the pound, the rate 
fluctuating— moving above or below Mint par— with the 
different conditions prevailing at different times. 

S. Fluctuation of Exchange Rates. The price paid in Paris 
for these bills on London changes from the same causes that 
change the prices of other commodities there or anywhere. 
If it so fell out, between two trading countries, that the sums 
due to the one came to exactly the same total as those due 
to the other, no payment would have to be sent either way, 
and therefore no charges for remittance would be incurred. 
The price of bills would then be at, or very near, the Mint 
par of exchange. If, however, there are in France at any 
time more buyers of bills on London than there are sellers, 
the price will rise, because the buyers will outbid each other 
as each one tries to procure all the drafts he needs from a 
supply that is not enough to go aU round. On the other 
hand, if there are more sellers than buyers, the price will 
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fall, because each seller will teud to undersell iiis competitors 
in order to dispose of all his stock in a market that does not 
want the whole of the drafts on offer. Fluctuations in the 
rate of exchange originate in the difference between the sup- 
ply of bills and the demand for them, that is, in the balance 
of indebtedness for the time being between the two countries 
concerned. When the supply of bills is short, the price rises 
above Mint par; and it falls below that point when the supply 
is plentiful. 

Still, there are limits to the extent of the rise and fall. 
If gold is to be had in the centre that has a surplus to pay, 
tlie rise in the exchange there will not go beyond, or at any 
rate not much beyond, the Mint par plus the cost per ^1 of 
transporting gold. Such limits to the rise and fall in rates 
are called the gold -poinls or specie points of the excliange. 
Between London and Paris they are said to be about 25- 12 
francs to £1 for gold to move to Paris, that is, for the London 
export point; and 25'32 for the metal to travel in the opposite 
direction, that is, for the London import point. Between 
I.ondon and New York they are given as about 4-84 and 
4-90 dollars to £1. Theoretically, no buyer in Paris of bills 
on London would give more than 25-3215 francs to £1, if 
10 centimes for £1 were the cost of carrying gold from Paris 
to London. He would send gold instead of bills. Theoret- 
ically, also, no buyer in London of drafts on Paris, or seller 
in Paris of drafts on London, would be satisfied with an 
exchange of less than 25-1215 francs to the pound, if for 
10 centimes to the pound gold could be sent from London. 
The trouble is tliat gold is not invariably procurable in 
foreign capitals. Besides London, the places where gold 
could usually be obtained for export have been Paris, Berlin, 
and New York. These four cities, therefore, used to be 
called the gold centres. As regards London, the lower or 
export gold point has, in usual times, always been effective 
in taking gold away; but the Bank of France, and the 
Imperial Bank (Reichsbank) of Germany, both put difficulties 
in the way of the exporter of gold when they preferred to 
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keep the metal. London was the only centre where there had 
always been a free market in gold and where gold for shipment 
couW always be obtained before the war. 

But the course of exchange between two countries docs not 
depend allogetlier on the condition of trade between ^these 
two countries themselves. A third country may be brought 
in to help. Canada, for example, takes far more goods from 
the United States than she sends there. The excess she 
docs not pay direct. She pays it by means of bills drawn 
on London against funds she has raised here; and London 
has to settle with New York by remitting bills payable in 
the States. Owing to similar three-cornered operations, the 
Belgian and the Swiss exchanges msed to be more or less con- 
trolled by Paris; and the Scandinavian and the Dutch 
exchanges by Germany. Moreover, the gold points cannot 
be absolutely fixed. The cost per for shipment will vary 
with the amount of gold to be shipped, and with the facilities 
that different houses possess for carrying the shipment out. 
Lastly, it is not just the movement of goods that determines 
on which side the balance of payments will fall. Services 
have to be paid for as well as goods, and Great Britain claims 
payment for many services in the form of freight charges, 
insurance premiums, and interest on loans and investments. 
Such services, because they are not included in our trade 
returns, have been termed invisible exports. The raising of 
loans or capital here for a foreign country affects the exchange 
in the same way as imports of merchandise, for an operation 
of this land furnishes the foreign country with funds in London 
on which it can draw, just as if it were drawing on British 
debtors for goods. 

6. Finance Bills. So far, what has been written would 
appear to imply that every foreign bill bought or sold has its 
origin in some claim actually existing between the drawer 
and drawee of the bill. But that is not so. Before the 
course of exchange reaches either of the gold points, another 
factor comes into play. The Paris exchange on London has 
only to rise a few points to make it profitable for Paris 
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bunkers to create I)ills on Loudon and sell them in 1l\e I’aris 
bill market. 'I'liese bills do nol represent goods, or SLTvices, 
or interoiit, and for that reason they are called “ finance bills.” 
They are a variety of the kind named “ accommodation' bill ” 
in Chapter XII; l)ut they are useful instruments. They hclj) 
to Steady the exchanges, and to provide means of reiriittance 
without recourse being had to the cumbrous method of trans- 
porting coin or bullion. An example frequently quoted of 
the advantage cjf finance bills is to be found in the trade 
relations of Great Britain with the United States. Every 
year, after harvo.sl in the States, vast quantities of profhiec 
are siiipped t(j this country. Such export activity gives rise 
to a corresponding volume of bills on London — far more bills 
tlian there are buyers for in New York — with Die further 
result that the rate of exchange falls. But, as the movement 
occurs annually, it is foreseen and prepared for. Earlier in 
the year, when the balance of trade is on our side anti the 
exchange is high, New York bankers find it ])rorital>!e to 
meet the demand for bills on London by drawing on their 
correspondents here. The payment of these drtifts reduces 
the credits tliat the American hankers keep in London; but 
the reduction is only temporary. Wlien the glut of harvest 
bills conics along, the bankers in New York buy at favour- 
able rates, and send the bills here to be collcctcfl and added 
to tlieir depleted London funds. 

When banks draw finance bills, they only take ujxin 
themselves the debts tliat were owing by the buyers of the 
bills, In order to settle those debts, they have some lime 
or other to cover their finance bills by genuine trade bills 
drawn against actual debts on the other side. Trade bills 
may he bought in beforehand, and sent forward in anticipa- 
tion of the need of issuing finance bills later; or, the finance 
bills may be issued first in expectation of trade bills appearing 
at the usual time. The price that will be charged for the 
finance bills will be what it has cost or will cost to acquire 
the trade hills, together with a commission or profit in respect 
of ’the banker's services and those of his correspondent. 
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Tlicso considcraiions will govern the price ol exchange when 
it is moving towards gold point and so long as the exchange 
can be worked within the gold points. When that ceases 
to be possible, gold will begin to move. The shipment of 
gold is, therefore, always carried out by banks or financial 
houses, and not by the traders themselves. 

The most legitimate kind of bill, because it is the most 
genuine, is that drawn against produce which is being moved 
to maiket and which will be sold before the bill matures. 
It is one of the chief functions of a bill that it tides over the 
period between purchase and sale — that it «erves as a 
security on which money can be raised for the purpose of 
paying for the purchase and of carrying tlie produce to the 
place of sale. Finance bills, not arising out of movements 
of produce already on foot, but drawn in anticipation of 
those to come, find their justification in the fact that they 
avert the necessity for shipping gold, and yet prevent the 
rate of exchange from falling very low at one time and rising 
very high at another. Every finance bill issued increases 
the supply of bills, helps to cheapen the exchange, and 
counteracts the tendency which brought the bill into being. 
But bills are sometimes drawn for the purpose of raising 
money to be sunk in the permanent equipment of some trade 
or manufacture, the bills being regulaidy and continually 
renewed as they fall due. Such bills are dangerous. If any- 
thing happens to prevent their renewal, it is difficult for the 
acceptors to find the wherewithal to meet them as they 
mature. Bills drawn on one branch by another branch of 
the same business are known as house bills ' ; and, when an 
unusual number of such bills are in evidence, the suspicion 
attaching to them is pointedly expressed by their being 
described as “ pig on pork.” 

7. Bills of Exchange on London. London being the chief 
market of the world for loanable capital, huge sums have 
been lent by London to foreign governments or to trade 
undertakings in foreign lands. The extent of these 'British 
interests abroad, and the magnitude and variety of British 
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coramcice witli otlicr countries, have made London a place 
in which a correspondingly large number of foreign payments 
have to be received or paid. So circumstanced,. Londoij has 
become the chief centre in the world on which bills are drawn. 
Further, as money can nearly always be lent in London for 
short periods, and because London is a free market for gold, 
foreign bankers send bills here to be collected, and they keep 
hei'e the funds so realized. They use these funds to pay bills 
drawn on their London offices or agents, or to take gold away 
when they want it abroad, or to serve merely as a reserve 
put out at a low rate of interest and realizable on short notice. 
London is. in fact, an international banker holding balances 
belonging to other countries which they find it convenient 
to keep here, London using the balances to earn a higher 
rate of interest than it pays for them, and pocketing the 
difference. Further reasons why the British Metropolis has 
been selected as the resting-place of a large part of other 
countries’ reserves are, probably, its insular security from 
the ravages of war, and the good name that its banking 
institutions enjoy for working on sound principles and not 
occupying themselves with speculative business. 

Not only are bills on London drawn for goods imported 
by this country, but they are drawn also for goods shipped 
to other parts. Tea may be sent from China to America, 
or coffee from Brazil to the European Continent, and in both 
cases the bills drawn for the value of the merchandi.se will 
probably be drawn on London. The foreign exporter prefers 
the bill on London because such a bill is more easily sold by 
him in his own Country than a bill on any other centre. 
Even when the goods are sent here, the foreign exporter 
prefers to draw on us rather than leave us to remit to him, 
because he can at once sell his draft to an importer abroad, 
who wants to use this draft payable in London as the means 
of paying for the goods that the importer has bought. And 
the foreign importer prefers to buy such a draft rather than 
accept his creditor’s, because he thereby exerd-ses more 
control over the price he must pay for exchange. 
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Lontlon being' the clearing centre of international pay- 
ments, there has arisen lierc the peculiar business of the 
‘‘ accepting houses,” which for a commission allow them- 
selves to be drawn upon on behalf of buyers of goods here 
or abroad. The English banks also accept bills on behalf 
of their customers and their foreign correspondents. A bill 
drawn on a bank or accepting house gives the drawer and 
each subsequent holder a sense of security about its ultimate 
payment. It is, therefore, more readily sold abroad by the 
drawer, and it brings him the best price obtainable. Also, 
when it readies London it can be discounted more readily 
and at the lowest rate. 

Several of the foregoing statements describe conditions 
existing when war broke out in Europe in 1914. Since then 
Paris and Berlin have ceased to be gold centres, and the 
monetary and exchange positions of European neutrals have 
become of more importance. London, also, ceased to be a 
free market for gold until 1925 ; whereas, right through the 
war, gold could always be obtained in New York, where much 
of the world’s stock accumidatcd. Many bills, particularly 
from South America, began to be drawn on New York instead 
of on London, as formerly. It is believed that some of this 
business wiU return to London, now that gold for export is 
freely obtainable here again. 

8. Rates of Exchange. (1) Hm the Rates are Quoted. On 
the next page we give a table of foreign exchange rates quoted 
in London on 18th September, 1925. Most of the rates are 
given at so much of the foreign currency to the pound sterling. 
Lisbon is the only city in Europe that is not quoted in its own 
currency. Russia is stated in chervonetz to £10, the chervonets 
being a new coin equal to ten gold roubles, whilst a rouble 
equals ten copecks. The new gold schilling of Austria is 
fixed as equivalent to 10,000 of the old paper crowns or krone 
(each = 100 heller), the par of exchange for which used to 
be 24-02. It vrill be noticed that the twelve currencies, from 
Paris downwards, have, for their unit, either the franp or a 
unit of the franc's nominal par value. Some of them, like 
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those of Poland and Finland, are new currencies created since, 
the war. 

For Portugal and South American countrie.s rates are 
quoted in British pence to the foreign unit, with the exceptions 


I'OKEIGN RxCJIA-NGE KaiHS QUOTED IN T.ONDON 


T-onclnn on 

Quoted in 

Par' 

Ratos, 

Usance. 

New .York 
Montreal . 

dolltiis to £1 

4-86S 

4-84[,l-;l 
4-84] m;! 

cable 


Iiaiics !! 

2.S-221 

102-43 -48 

t!t. 

Brussels 



109-65-75 


Swilzorlancl 

Italy 

Spain 

Greece 

Warsaw 

Higa 

HelsingsEors 
Belgrade . 
Bukarest . 

Soila . 

pesolas ,, 

drachmae „ 

lals „ 

Fin. marks „ 

dinars „ 


25-10 12 
II7S-} 
33-60-83 
333-336 
28i-;) 
25-00-25 

192 4- J 
270-273 
I,0(KI-1,(I10 
665-875 


Amsterdam 

florins ,, 

12-107 

12-05^-6 


Copenhagen 

Stoekholm 

Oslo . 

krone 

18-159 

19-78 -83 
18-05-07 
22-85-88 


Berlin 

goid marks 

20-43 

20-35-37 


Vienna 

schillings 

34-58J 

34-40-45 


Budapest . 

24-02 

345/347,000 


Prague 

Constantinople 

piastres „ ^ 

I’lO 

1634 'll 
855-865 

sight 

Alexandria 


974 1 


Leningrad . 

chervonets to £10 

9-48 

9-404 — i1 a 

T.T, 

Lisbon 

pence to escudo 

531 

21, '5-,! 2 


Buenos Ayres 

irence to peso 

47-62 

49-494 


Monte Video 

Rio de Janeiro 

”, to niilreis 

51 

16 

90 days 

Valparaiso 

pesos to £\ 

13-33 

39-60-70 


Lima 

Eng to Peru. £1 

par. 

211% prem. 


Mexico 

pence to dollar 

24-58 

241-} 

T.f. 

Yokohama 

ster to yen 

24-58 



Singapore . 
Hong Kong 

,, to dollar 

z 

2/44-41d. 


Shanghai . 
Calcutta and 

to tael 

~ 

3|21-21d. 


Bombay 

,, to rupee 

24d. 

i/eA-edsd. 
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of Cliile and Pern. In the last case it is £l to £[, but tlic 
British sovereign, it will be seen, stands at a premium on the 
Peruvian pound or libra. Rates between London and South 
Africa or Australia, where the currency is the same as our 
own, are also quoted at a premium or a discount, as circ;^m- 
stanccs require. Eastern exchanges all appear in the table 
in shillings and pence to the local unit, e.g. Is. e^’^d. of British 
money to the Indian rupee. A rate of 4-85 to £1 names the 
price of U.S. dollars in the same way as a shopkeeper prices 
his eggs, when he offers them at eight for a shilling ; whilst 
the pricing of Argentine dollars at 45id. to SI is just like 
another shopkeeper’s offering eggs at eighteen-pence a dozen. 

The two rates given in each quotation name the limits 
between which prices fluctuate, the higher price being what 
buyers pay, and the lower what sellers get. Again, prices 
vary a little according to whether the bills arc bank bills or 
trade bills. Bank bills arc those bearing the name of a bank 
as drawer, acceptor, or endorser. Being the finer class of 
paper they sell at a better price ; that is, at a slightly lower 
rate, when the rate is expressed in foreign currency, and at a 
slightly higher one when it is expressed in steiling. 

(2) Afbitmge OpeicUions. There can never be any very 
appreciable difference between the T.T. (telegraphic transfei) 
rates quoted here and those quoted abroad for the same 
exchange. Any such difference would be taken advantage 
of immediately. For example, if the London rate for bills 
at sight on Holland were higher than the rate in Amsterdam 
for demand drafts on England, a Dutch dealer in exchange 
could purchase by telegram Dutch bills in London at the 
high rate, and the same day in Amsterdam buy at the low 
rate sufficient bills on England to repay the outlay made on 
his behalf in London. When the bills from London reached 
Amsterdam, they would yield the operator a profit corre- 
sponding to the difference in the rates, which profit he would 
share with his co-operator in London. This kind of manoeuvre 
is sometimes referred to as an arbitrage operation; but* the 
term is applied also to transactions involving three countries 
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or even more than three. For example, Berlin may have a 
balance to settle in London, and to do so may buy in 
Amsterdam bills dra-wn on London, paying lor them with 
bills bought in Berlin and payable, perhaps, in Copenhagen. 
Such operations are resorted to only when it is lound that 
indirect exchange through an intermediate country will work 
out at a lower rate than that quoted for exchange between 
the debtor’s and the creditor’s centres direct. 

(3) Favourable and Unfavourable Fates. When vve say 
that a rate is “ favourable ” to London, wc mean that a buyer 
here of foreign bills commands, for each pound he gives in 
sterling, more than par of the foreign currency. The rate is 
“ unfavourable ” when he gets less than Mint par. A’favour- 
ablc condition of exchange between this and another country 
arises when the balance of indebtedness is for the time being 
in our favour, which tends to bring us gold in payment of 
the balance; whilst an unfavourable rate arises from a balance 
of indebtedness against us, and tends to take gold away. 
Therefore, rates quoted here in foreign currency are said to 
" move against us ” when they fall ; and those quoted in 
sterling to move against us when they rise. It should be 
noted carefully that, when rates given in foreign currency 
are high, buyers here get their bills cheap, but .sellers have 
to part with them for less than Mint par in sterling; that, 
on the other hand, when rates in foreign currency arc low, 
buyers here find bills dear, and sellers receive more 
than Mint par in payment. With rates quoted in 
sterling, it is, of course, the reverse that holds true in 
each case. 

(4) Long and Short Exchange. In nearly all instances our 
table gives the T.T. rate ; that is, the rate for reserving by 
telegraph to the foreign centre the amount of currency 
required to be paid out there. The rate for cheques or drafts 
payable at sight is called the “ short exchange." The " long 
exchange " is the rate for three-months’ bills, The difierence 
between the two represents chiefly interest for the extra time 
the latter bill has to run ; and the rate of interest calculated 
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is that at which tftc bill, after it has been accepted, can be 
discounted in the country on which it is drawn. Thus, in 
pre-war da}^, the long rate, London on Paris, would have 
worked out somewhat as follows — 


Sight Rate (bajik paper)— 

London on Paris .... 

Add: 

Iiiterr-st at the market rate of discount m Pans, 

viz., 2i% 

Stamp (i per millc) 

For contmgencies ..... 


25 -ns 


■173 

•0125 

•002 


Long Rate — LiOndon on P.iris 


25-3625 


Bank paper is discounted at the lower or market rate, 
whilst trade paper requires the calculation to be made at 
the higher bank rate. In Paris the long rate on London has 
the interest and charges deducted instead of added. A buyer 
in London of a long-dated French bill wants the number of 
francs named in the sight rate plus interest for the time that 
his French creditor, to whom he remits the bill, would have 
to wait for it to mature. On the other hand, a buyer in 
Paris of a sterling bill gives the number of francs in the sight 
rate less interest for the time that his English creditor would 
need to wait for payment of the bill in full. Either creditor 
can, of course, by discounting the long-dated bill in his own 
market, receive at once the value at sight rate. Exchange 
rates depend, therefore, on the effect of supply and demand, 
modified in the case of long exchange by the discount rate 
ruling in the centre where the bill is payable. For a term 
intermediate between the short and long dates, a tel quel 
rate would be given, that is, a rate specially calculated to 
suit the particular bill. 

In the present unstable condition of many of the exchanges, 
a merchant here does not know what the rate will be at the 
future date on which he will be required to pay for goods he 
has just ordered from abroad. Because the merchant cannot 
fix his selling price until he knows what his cost price is going 
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to bi.', the banks havt; for boiiie tiino been i;iri;pai\!d to l)ny 
“ forward ” exchange for him ; that is, they buy for liiin now 
currency to Ijo i^aid out in the foreign country at tlic time; he 
will require it. As an alternative, the importer may, when 
lie finds tlie rate favourable, get liis bank to buy for him 
currency to be lield at his disposal in the foreign centre, and to 
be drawn upon at any time, in whole or in part, just a.s it suits 
him to use it. 

(5) Conversion of Currency. The conversion of one country’s 
currency into that of another is simply a matter of multiplica- 
tion or division, as tlie case may require. If the exchange 
rate between London and Paris were 25-20, the price to be 
paid in London for a bill drawn on France amounting to 
12,600 francs would be — 

£( 12,600 -h 25-2) = ^500. 

An cxchimge rate of 12 florins 2i stivers between London and 
Amsterdam would require — 

£(5,000 -h 12-125) = £412-371 -= £412 7s. 5d. 
to be paid for 5,000 florins receivable in Amsterdam. Revers- 
ing the operations and using the same rates, wo get — 

500 X 25 2 = 12,600 francs 
as tlie price in Paris of £500 payable in London; and 
412-371 X 12-125 5,000 florins 

as the price of £412 7s. 5d., when a merchant in Amsterdam 
buys a bill on London for that amount. With I lie rates of 
several countries involved in a single transaction carried 
through by indirect exchange, the calculations become 
complex. 

Many bills drawn by merchants here on their customers 
abroad have the amounts stated in sterling, each bill being 
expressed as payable at a rate to be named in the first 
endorsement. There is in this practice an advantage to 
the drawer, inasmuch as he receives from his bank here the 
exact sterling value of the goods for which the bill is dra-wn; 
and thus shifts on to the shoulders of his customer, the 
drawee, all trouble about conversion of prices to foreign 
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currency and alt uncertainty regarding fluctuation in tlic 
rate ot exchange. The merchant draws the bill payable to 
his bankers, and when they sell the bill in London, or pass 
it on to their branch abroad for collection, they name the 
current rate of exchange in their endorsement, The endorsee 
then writes on the face of the bill the amount converted at 
that rate, and thenceforward the bill is treated as if it had 
originally been drawn in the foreign currency. A reference 
to this practice will be found in Chapter XI, Section 8, in the 
National Bank of India’s instructions to drawers as there 
given. There will also be found in Section 7 of the same 
chapter a specimen draft in sterling that mentions the rate 
at which the drawee of the bill is required to pay it in rupees. 
Orders given by cable for payments to be made in foreign 
parts, or " telegraph transfers ” as they are sometimes called, 
have the same advantage of eliminating the possibility of 
loss due to changes in the rate. Tliis last method of 
payment is much more common than it used to be. 

9. The Exchanges and the Money Market. When the Bank 
of England rate of discount is raised, the other rates of dis- 
count and interest usually rise in sympathy. If these rates 
are above those on the Continent, they bring money over 
here, because it can then be employed here to more profit 
than elsewhere. But the sending of money here in any 
quantity causes London bills in foreign centres to be bought 
up and the supply to give out, thus raising the rates of 
exchange in favour of this country. .Should the remitting 
of money to London continue, so that rates on London rise 
to specie point, the remittances begin to arrive in gold; and 
the receipt of the gold reacts on the Money Market. The 
metal so imported comes to the Bank of England and increases 
the Bank’s reserve. If the increase leads, as it may do, to a 
reduction in the Bank rate, other rales of discount and 
interest will be affected too. 

Because of opposite tendencies, a low rate of discount 
causes the recall of money from London, and prevents the 
renewal of funds here as they are gradually used up. ' This 
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state of affairs in its turn increases, both here and on the 
Continent, the demand for bills payable abroad, and decreases 
the Continental demand for bills on London. As a conse- 
quence, the rates of exchange go against London and»gold 
begins to be exported. The result probably is that bank 
rate ’is raised immediately, and that the movement of the 
exchange sets out in the reverse direction again. 

A foreign banker takes up as .short-term investments 
first-class bills payable in London, as well as those payable 
in his own country and in others. If the market rate of 
discount here is high, the price at which he can buy long-date 
bank paper on London will be low, and his prospective 
profit correspondingly high. But the realization of that 
profit will probably depend on the rate of exchange keeping 
up, For, if he has to sell his London bills as they approach 
maturity, so that they may be presented for payment in 
London at the proper time, and if the price of the bills has 
fallen on liis market in the interval, his profits will be shrunk 
in proportion to the fall. A decline in the rate of exchange 
may, therefore, cause him to sell out if he thinks he can use 
his money to greater benefit in some other way. But a rise 
in the exchange might also cause him to sell at once in order 
to take the opportunity, while it lasts, of securing an unex- 
pected increase in his profits. Moreover, a decline in the 
rate of discount in London will be likely to keep him from 
renewing his stock of these long-date British bills as from 
time to time portions of his holding run out. It is plain, 
then, that movements of the discount rates in London affect 
the demand for and supply of bills on London, whilst changes 
in demand and supply lead directly to rise or fall in the rates 
of exchange, and these react through import or export of 
gold on the London discount rates again. Thus do influences 
in the Money Market pass to the exchanges, and those in the 
exchanges to the Money Market, the rate in force for the 
discounting of bills being the link between the two. 

10 . Silver and Paper Exchanges. Between a country with 
a silver-standard currency and one with a gold standard. 

7— (1737a) 
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there can be no Mint par of exchange. Into the operations 
of exchange between two such countries there is introduced 
the question of how much silver money of the one is 
equivalent in value to the gold unit of the other. But the 
price of silver bullion in terms of gold varies just as the 
prices of all other commodities vary from time to time-; and 
this continual variation causes the exchanges with silver- 
standard countries to be unsteady. The London rate of 
exchange with a silver-standard currency is based on the 
price for the time being in sterling of an ounce of silver 
bullion, but modified, of course, by the degree of purity of 
the coins of the silver currency, and as before by the supply 
of and the demand for bills between the two places. 

In India the unit of coinage is the silver rupee ; but gold 
coins now circulate at the rate of ten rupees to the British 
sovereign, which makes the rupee nominally worth 2s. for 
purposes of exchange. The rupee is divided into sixteen 
annas, so that one anna is the equivalent of l^d. Indian 
exports to Great Britain so preponderate over imports from 
us, that the balance of debt is usually against us ; and that 
is so, notwithstanding the millions paid annually to this 
country in respect of Government expenses, salaries of 
officials, and interest. To confine exchange fluctuations 
within narrow limits, the Indian Government, before the war, 
supplied the demand in London for drafts on India by the,.' 
issue of India Council Bills, or of telegraph transfers, pay- 
able in Calcutta, Madras, or Bombay, from funds kept there 
for the purpose. Week by week the Bank of England asked 
for tenders for these biUs. Payment was taken in pounds 
sterling in respect of the tenders accepted, and was put to the 
credit of the Indian Government account at the Bank. In 
India the money was paid out in rupees to the persons to 
whom the drafts were remitted from England. When, as 
sometimes happened, the exchange took a turn in our favour, 
the issue of bills in London was suspended, and “ Reverse 
Councils ” were offered in India payable at the Bank of 
England in London. The rise in silver, consequent on the 
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war, deranged the Indian exchange, and stopped that pro- 
cedure. Up to 1920 the par value of the rupee had been 
fixed at fifteen to the £1, or Is. 4d. the rupee. Since its par 
value was altered to 2s. the exchange rate has gone clown, 
silver having fallen in value, and the pound having risen. 

China is a silver exchange country, with no regulation or 
control like that of India. There small payments are made 
in copper coins of minute value known to the British resi- 
dents as “ cash." The larger payments arc quite commonly 
made by weight in silver metal, the unit of weight being the 
tael of about 580 grains. In some of the seaports, and par- 
ticularly in Hong- Kong, the Mexican dollar has been selected 
from amongst other foreign coins as a more satisfactory form 
of money. Dollar notes also arc issued by the British banks 
operating there. The exchange rate between Hong-Kong 
and London is quoted in pence to the dollar, as shown on 
page 311; whilst between Shanghai and London the rate is 
given in pence to the tael. 

By pa/jyer exchanges is meant those of countries where the 
circulating part of the currency consists of inconvertible notes. 
The ejuantity of metal in the gold or silver coin which should 
be the standard of such a country is no criterion of the value 
of its notes. The extent to which these have deprcciatcid 
will depend on the amount of their over-issue ; and the 
exchange rate ruling at any time will have to be accepted, 
just as the prici; of silver bullion, or of sugar, or of petroleum 
is accepted, without any exact explanation of every rise and 
fall. Exchange with a country whose notes arc depreciated 
by over-issue must always be adverse to that country ; and 
the greater the over-issue, the more adverse will the rate be. 

The method of regulating foreign exchange, as practised 
by India from 1899 until it broke down in the war, is known 
as the gold exchange standard. Something like it has been 
tried by other countries unable to offer freely gold for export, 
when the exchanges are against them. The method requires 
that, the country adopting it shall maintain abroad a reserve 
of gold or credit, against which drafts can be sold at home. 
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when the rate irioves too much in favour of the foreign 
country. If the rates move in favour of the home currency, 
drafts payable at home can be sold abroad, and the proceeds 
will replenish the reserve held there. The arrangement will 
not work, however, in very unstable conditions. In 1919 
Britain had to stop “ pegging ” the American exchange- ’ We 
had been maintaining, in New York, funds for buying up there 
at 4-76J dollars to the pound, the excess of drafts offered on 
this country. But that policy became too costly to be 
continued longer, and the London-New York rate fell to 3-19 
by the early part of 1920. As the dollar remained convertible 
into gold, the decline in the New York rate was the measure 
of the depreciation of our currency. From 1921 onwards 
the exchange gradually improved, owing to restriction of 
credit here and to the rise of prices in the States. By the 
close of 1924, the rate reached so near gold parity as to make 
practicable the early restoration of our currency to the gold 
standard. 

11 . Gold Standard Act, 1925 . The provisions of this Act, 
passed on 13th May, 1925, are in effect as follows — 

(1) Until declared otherwise by Royal Proclamation — 

(a) The Bank of England shall not be bound to pay legal toudor coin 
for its own notes, or those of the Treasury ; 

{61 Both kinds of notes shall, nevertheless, continue to bo legal tender ; 

(e) The Mint shall not coin gold bullion brought to it for coining, 
unless the bullion is brought by the Bank of England. “ 

(2) The Bank shall be bound to sell on demand, and for legal lender, 
gold bullion in bars of 400 line ounces, at the rate of £3 17s. lOJd. the 
standard ounce. 

(3) The Treasury may raise money lor exchange operatious in 
connection with the return to the gold standard,. 

The reader will notice that the Bank is not prohibited from 
cashing its own or Treasury notes in gold coin ; it is only 
given the option of refusing to do so. The Bank is, however, 
compelled henceforth to exchange the notes for bar gold, on 
demand. This bar gold can now be exported, as the embargo 
on export, imposed in March, 1919, was allowed to lapse at 
the end of 1925. 

12 . Purchasing-power Parity. We have stated that the 
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price of foreign bills changes with the balance of indebtedness, 
for the time being, between the two countries concerned — that, 
when on any day bills on one country arc plentiful, the price 
falls ; when they arc scarce it rises. Such are the cauScs of 
temporary fluctuations in an exchange rate ; but there is an 
undhrlying par of exchange, a more permanent relative value, 
about which these fluctuations move. That rests on other 
conditions which the events of recent years have brought into 
clearer view. If the two currencies are on a gold basis, gold 
being freely obtainable in either country when wanted for 
payment to the other, the par of exchange of the two cur- 
rencies is fixed by the ratio between the gold contents of their 
standard coins. In other words, what determines the par of 
exchange is the quantities of the same commodity, gold, that 
the respective units of currency will buy. If, on the other 
hand, one or both of the currencies cannot be changed into 
gold, there is no gold par. How, then, can we ascertain, apart 
from fluctuations, the ratio that exists between two currencies, 
where one or both arc not convertible into gold ? 

The par exchange of the two currencies is, in that case, 
determined by their relative i)owers to buy commodities in 
general, other than gold. The power of money to purchase 
goods depends on the quantity of goods, and the quantity of 
money, available at the time. Were the quantities of goods 
on offer the same in both countries, the relative value of the 
two currency units would be in the same ratio us the quantities 
of money in the two countries. I'hat statement assumes, 
however, that all goods move freely between the countries, 
because when goods can move freely from place to place their 
price in the two places cannot differ by more than the cost of 
transport. This theoretical ratio is called the " purchasing- 
power parity ’’ of the currencies. It cannot be ascertained 
exactly, because all goods do not move freely between distant 
places so as to level their price in both, and because the index 
numbers that express the purchasing power of money in both 
places cannot be calculated correctly. Taking the pre-war 
index numbers as 100 in each case, they had risen at 
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December, 1921, to 140 in the United States, and to 162 in 
Great Britain. Pre-war gold parity being 4-866, llie purchas- 
ing-power parity for December, 1921, should work out at 
4-86^x140 4-162 ■=4-205. The rate of exchange was in fact 
about 4-175. This theory shows how the exchange rates of a 
country with a huge over-issue of paper mu-st be heavily 
against that country It should be added that, owing to 
fleeting influences, the exxhange rate ruling at any time may 
move farther up or clown than the calculated ]nircluising- 
puwer parity docs. 



CHAPTER XXIII 

LAW OF CONTRACT AND AGENCY 
I. Mutual Rights and Obligations, llic word “ contract ” 
used in the legal sense means any agreement that the parlies 
to it intend to be valid at law. By such an agreement, each 
party acquires certain rights and undertakes corresponding 
liabilities. Suppose fanner Giles decides that he must buy 
a new wheelbarrow. When next in the neighbouring market 
town, be makes a call on wheelwright Stiles. They pass the 
usual remarks on the w'eather, inquire for each other’s health 
and prosperity, make observations on the state of growing 
crops, and apply their minds laboriously to things in general 
about the town and district. At last the conversation moves 
to the purpose of the fanner’s call, and they arrange for the 
building of the lowly vehicle that the fanner wants, the price 
to be £3 5s. and delivery to take place on that day fortnight. 
Our worthy friends have between them made a contract 
binding in law; and their mutual rclation-ship regarding it 
may be stated analytically thus: Giles, (1) has acquired the 
right to have the barrow made by the time named, and (2) 
has made himself liable for the price agreed upon; whilst 
Stiles (3) has taken upon himself the obligation to supply the 
farmer’s want, and (4) will acquire a jast claim to the £3 5s. 
when the work is done. No matter how important or how 
trivial a bargain may be, the principles are just the same. 
If I take a leaky kettle to be tinkered and the tinsmith pro- 
mises to mend it, then I get a right to so much of his labour 
and he to so much of ray money. His obligation is to do 
the work; mine to pay the tenpcnce that he charges. 

2 . Form of a Contract. A contract may be express or 
implied. " Express " signifies that the terms of the bargain 
are put into words, oral or written. “ Implied ’’ means that 
the terms are deduced from the conduct of the parties — 
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conduct of some kind Other than the speaking or the writing of 
their minds. A contract may, however, take partly one form 
and partly the other. For example, a valuable stag-hound 
has Deen lost, and the owner advertises a promise to pay £5 
to anyone who finds the dog and returns him. Someone, 
having found the wayward animal, restores him to his 
anxious master. Here we have a contract completed, the 
owner’s part of which is in writing, or, what is the same, in 
print. The finder’s part may only be implied from his con- 
duct in returning the dog; but he has a right to the reward 
that was offered and, should the owner prove ungrateful and 
unfaithful, the finder can make him pay. 

In bygone times, when few people could read and write, 
the terms of a formal contract were written out for the parties 
making it, and were read over to them in the presence of 
witnesses. Each party then set his seal to the document 
and delivered it, that is, handed the written and sealed con- 
tract over to the other party. The document or the con- 
tract was called his “ deed.” Deeds or contracts under seal, 
sometimes called “ specialty contracts,” are used for certain 
of our more important agreements still, especially those that 
are to run for a considerable time; and they are now signed 
as well as sealed by the makers, and are usually signed by 
the witnesses as well. The statements in a deed are taken 
as more conclusive than those in a written contract not under 
seal, and the latter more reliable again than statements made 
by word of mouth. 

3. Consideration. " Simple contract ” is the name given 
to one made otherwise than under seal. -Most of our con- 
tracts are now entered into in this way; but, in England, a 
simple contract requires consideration to support it. That 
is to^say, something must be done, undertaken, or promised 
by one party in consideration of the promise of the other. 
As illustration, let us say that, on New Year’s Day, A is 
making good resolutions and thinks of his struggling friend B. 
In benevolent mood, he writes B and promises, out of funds 
coming in during February, to lend B £500 for two yea^s to 
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help him in his business. B sees the nfonth of February 
come and go; but it brings no loan. He needs the money 
greatly; yet he has no power to hold A to his written pro- 
mise, because he has not agreed to give A anything in return. 
It would have been different if a condition of the loan had 
been that A was to receive interest, and if B had undertaken 
to pay it. Morally, a person should consider liimself bound 
to keep every promise he makes. Legally, he is not bound 
to fulfil a promise when he has received no consideration for 
it, except in the case where he has made the promise under 
seal. And consideration is sometimes necessary even in 
promises under seal. 

We have said that consideration is something done, under- 
taken, or promised in return for a promise. Thus, payment 
made now may be the consideration for a promise to supply 
goods on a future day; or goods supplied now may be con- 
.sideration for a promise to pay. Again, one promise is valid 
consideration for another promise, as when Giles promised 
payment in return for the promise of Stiles to supply the 
wheelbarrow; or, to turn the transaction the other way round, 
when the wheelwright promised to supply the barrow in 
return for the farmer’s promise to pay for it. In these 
examples the consideration is something of benefit to the 
promisor; but it may equally be something to the loss or 
detriment of the promisee. If X be a twine manufacturer 
and Y a wholesale dealer, Y may give a promise to buy his 
twines from X in consideration of X’s promise to forbear or 
refrain from competing for custom in Y’s own district. 

Consideration must always be something of some value. 
Where it is a price for goods or services, and the amount 
was not fixed when the contract was made, it must be a 
reasonable price. But where the consideration was fixed 
and agreed to by the parties, then, so long as it is of some 
value, one will not be allowed to plead afterwards that it is 
too little, nor the other that it is too much. ■ It must not, 
ho^yeve^, be some benefit that is past and done with^ An 
action done by one man for another without request and 
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■without promise of reward would not usually give the doer 
any legal claim on the otlier. Being in such circumstances 
of no legal value, the action could not be made the considera- 
tion in a contract between the two men entered into at a 
i subsequent date. Further, consideration must not be some- 
t thing that a person is already legally bound to do. A debtor 
' may undertake to pay at once an account that is now due 
if liis creditor will supply him with more goods; but such a 
consideration would give the creditor no right that he did 
not enjoy before, and would therefore be invalid for want 
of value. 

4. Offer and Acceptance. The primary essentials of every 
contract are offer and acceptance — offer made by one party 
and acceptance by the other. Apart from the question of 
consideration, a contract may consist either of — 

(i) («) A quotation by a would-be seller offering to 
supply certain goods or services, and (&) an order by a 
buyer accepting the offer; or of 

(ii) {a) order by a would-be buyer offering to take 
certain goods or services, and (6) an acceptance of the 
order by a seller. 

Even where goods are taken and payment made as soon as 
the bargain is struck, the transaction is still construed by 
the legal mind as an offer and an acceptance. And, con- 
taining the elements of a valid contract, it would give the 
purchaser a right of remedy in the courts should he discover 
later that the goods were not what the seller represented 
them to be. If an offer is made to a particular person, it 
can be accepted by that person only, • or by someone 
authorized to accept it in his name. 

An offer may be revoked, that is, recalled or cancelled; but 
the revocation must reach the other person before he has 
accepted. Only in one case is the right of revocation denied 
for a time to the proposer. That happ ns when the other 
party has given consideration for the offer to be kept open 
for a while. This amounts to a little preliminary contj'act 
which has for its object the reservation of the right to 
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romplete the real contract later, if it is tJierf desired to do so. 
Thus, P may agree to pay Q £2 over and above tlie iviee 
asked it Q will allow P, until next Friday at noon, the option 
of buying or refusing a horse, or a gas engine, that Q’ has 
for sale. Further, an offer lapses without revocation when 
it is 'not accepted by the .stipulated time; or within what in 
the circumstances is a reasonable time, if no limit of time 
for acceptance was named. In business the proposer often 
wishes to retain the right to sell to the first comer whether 
a reasonable time has elapsed or not. He then offers the 
goods " subject to their being unsold on receipt of a reply.” 
When such reservation is not made by the seller, the offer 
is said to be “ firm.” 

To be effective, acceptance mtist be communicateA to the 
proposer, or to someone authorized to receive it on his belialf; 
and, once made, acceptance can never be recalled. Again, 
it is necessary that the proposer and the acceptor have the 
same thing in mind. If the parties, through mutual mis- 
apprehension, were bargaining about different things, the one 
would not be accepting the offer of the other, but only an 
imaginary offer that was never made in fact. There would 
be no real agreement between them, and therefore no con- 
tract, Further, the acceptance, if made at all, must comply 
with all the terms incorporated in the proposal. If the pro- 
poser stipulates for reply by return, the acceptance to be 
effective must be made by return. If he offers goods at 
25s. 6d. carriage forward, it will not do to accept at 25s. 6d. 
carriage paid. If he offers 500 tons, the acceptance must be 
for 500 and not for 450. A partial or jmodifed acceptance is 
no acc eptance:, it is a coufef^^^pbsai which causes the 
oflgihaT propel to lapse, and which the original propo.ser 
in Iris turn may accept or not, just as he thinks fit. As already 
stated, either offer or acceptance may be implied. If I send 
to my grocer an order for two Stilton cheeses at Is. per lb., 
his delivering the cheeses without comment will be good 
acceptance of my offer to buy them. It will make the price 
named in my order binding on the grocer, and the payment 
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binding on me. 'But when a person does nothing in answer 
to an offer, nothing can be implied. Bilkes may write to 
Wilkes saying, " I offer you three trucks of Burnbright coals, 
and'^if I don’t hear from you by Monday morning I shall con- 
sider it a sale." Wilkes may not want the coal, and his not 
writing to say so cannot make him liable to take it. Silence 
does not mean assent. 

Where \he. Post Office is made the medium of communication 
between the parties, the question may arise as to when an 
offer becomes accepted — ^whether on the posting of the 
acceptance by the acceptor, or on its delivery at the pro- 
poser’s place of business. If the proposal came by post, or 
if the circumstances were such as to imply that the proposer 
was prepared to recognize the post as the medium of accept- 
ance, then the Post Office would be considered the appointed 
messenger of the proposer. Delivery of the answer to the 
Post Office would be deemed to be delivery to the proposer; 
and acceptance would be complete as soon as it was posted, 
even if it never reached the proposer himself. For an offer 
by telegraph, the reasonable time within which acceptance 
must be made would be by return telegram on the same day; 
unless, perhaps, the business day were so far advanced on 
receipt of the "wire” that a telegraphic reply would not 
reach the proposer any earlier than a letter in the ordinary 
course of post. 

To sum up, the elements of a contract are (1) offer and 
(2) acceptance, either of which may be express or implied, 
with (3) consideration in the case of a simple contract. These 
give rise to (4) mutual rights and obligations. As will be 
explained presently, (5) writing is necessary in some instances. 
Writing is alwa}^ adAusable when the contract is not fully 
performed by both parties at the time of making it. 

S. Defects in Contracts. When a contract is described as 
voidable, the term means that some defect, if it should be 
discovered in the contract, would give to one, but not to the 
other of the parties, the choice of repudiating the contract 
or of going on with it, whichever he pleased. A corftract 



LAW OF CONTRACT AND AGENCY 


329 


repudiated in this way is said to be " avoided,” but unless 
it is avoided it remains valid. When described as void, the 
meaning is that the contract never was of any legal effect 
whatever, or that it has become of no effect. The following 
are some of the defects that may occur in contracts — 

(if Illegality. Certain contracts are prohibited by statute; 
others are bad at Common Law, that is, by the ancient law 
of the land that has never been incorporated in Acts of 
Parliament. Under the first head would come an agreement 
to defraud one’s creditors, void by the Bankruptcy Act; an 
undertaking to pay workmen’s wages otherwise than in cash, 
void by the Truck Acts; and betting or wagering contracts, 
that, by the Gaming Acts, are so far illegal as to be unen- 
forceable in the courts. An agreement with a journalist to 
write and publish a libel would be void at Common Law. 
The journalist could not enforce a claim for pa3mient; but if 
the payment were made first, and the payer repented of his 
purpose before the harm was done, the courts would help 
him to get his money back. An arrangement by which 
Flocks agrees to help Crooks to maintain a lawsuit against 
his enemy Snooks with the object ’of annoying him is void. 
Such contracts are “ against public policy.” Perhaps the 
most interesting under this head from our point of view are 
contracts in r estraint of tra de. Of these, the most usual are 
contracts by which one person agrees with another that the 
latter shall not engage in the same kind of business as the 
former, within a stated distance of the former’s establishment, 
or until the expiration of a stipulated time. It may be a 
manager or a traveller that is to be restricted as to another 
engagement when he leaves his present employer. Or, it 
may be the vendor of the goodwill of a business that is pre- 
vented from taking away part of the connection from the 
pvurchaser by starting again too near the old place. The test 
of legality is whether fte restraint is reasonable or not;' and 
if Tr is 'found to "be unreasonable, the contract is void. 
Unijeasonable it would be when the restriction was wider 
than necessary to protect the interests of the employer or 
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the purchaser; br when it would virtually deprive the 
employee or the vendor of the means of earning his living. 
For a tailor with a shop in a provincial town, the restriction 
would be unreasonable if it operated beyond his town and 
neighbourhood. One Nordenfelt, some years ago, sold the 
gun-making part of his business to the Maxim-Nordenfelt 
Gun Company on the condition that he should not, within 
twenty-five years, engage in another business of that kind 
anywhere in the world. The courts held him to his contract; 
but his was a special case, gun-making not being his sole 
means of livelihood, and the customers for such goods being 
only a few military powers. 

(2) Incapacity. An infant is, in law, a person not yet 
twenty-one years old. Contracts made with him arc void- 
able by him; and, under the Infant’s Relief Act, 1874, con- 
tracts to lend him money or to sell him goods, unless the 
goods are necessaries, cannot be enforced against him even 
if he ratifies them when he comes of age. He, however, can 
enforce a contract against the other party. Necessaries are 
food, clothing, lodging, medicine, instruction, and all things 
required for the maintenance of the infant in accordance with 
his social station. Things otherwise necessaries are not so 
if the infant is already sufficiently supplied with them. 
Goods supplied for trading purposes are never necessaries. 

When a person is a lunatic, or incapacitated by drink, a 
contract made with him is voidable also, unless, again, it is 
for necessaries. But to avoid the contract, the sobered man 
or the recovered lunatic (or, if he is still insane, his committee 
or c^mtgr) must be able to show that at the time of entering 
into the contract the other party knew of his condition. 

'A corporate body — and this term includes a joint-stock 
company — cannot make a contract in regard to any matter 
outside the powers given to the body by its constitution. 
If it should do so, the contract is void. A famous case was 
that of the Ashbury Railway Carriage Co. v. Riche. The 
company had purchased a railway concession granted by the 
Belgian Government and had employed Riche to build the 
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line. When much money had been spent; and the venture 
was looking ominous, some of the shareholders became 
opposed to proceeding with the undertaking, and contended 
that the contract was invalid. The company had poVers, 
50 it appeared, to manufacture railway plant and do other 
things; but not to build a railway, or buy land for that purpose. 
An action begun by Riche was carried to the House of Lords. 
There it was held that such work was beyond the company’s 
powers — ultra vires, as the lawyers express it — and that the 
contract with Riche was therefore void. 

(3) Mistake and Misrepresentation. The party who is tlie 
buyer in a contract may make a mistake about the goods 
he buys, and may want to cancel when his error comes to 
light. The general rule is that the mistake is the buyer's 
own concern; that when he goes out to buy he must learn 
to be wideawake and on his guard. So long as the .seller 
has done nothing to lead him astray, the buyer must stand 
by the bargain he has entered into. 

It is different where the mistake is induced by misrepre- 
sentation on the seller's part. Suppose a person sells a 
piano by saying it is a Broadwood, when it has, in fact, been 
built not by Broadwoods but only by a maker who was at 
one time a servant of theirs. The buyer may repudiate the 
contract if he wishes. Similarly, if the .seller of a milk round 
were to represent his turnover as 250 gallons a week with a 
handsome clear profit, and if, after taking up the business 
on condition of the representation being true, the buyer 
found to his sorrow that the turnover was barely 100 gallons 
and the profit all absorbed in expenses, then he could set the 
bargain aside and claim his money back. 

Misrepr esentatio n is of two kinds — ^inn oce nt jEajidulent. 
Innocenr* m isrepresen lafibnir when it is a radical part of the 
con?faciErmakes the con tract v oidable by the party misled. 
W hen a false reprasentation is no t vitd, the contract must 
proceed, the injiued party ’s remedy beingj-n action for the 
d ama ges sustaine d. The fraudulent ..brand always makes 
thej contract- voidable and "^yes, ,the right to damages in 
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addition. In both cases it is possible for money paid to be 
recovered; but action must be taken before the positions of 
the parties are so changed, or the interests of outside persons 
so aifected, that restitution has become impossible. 

6. Particular Contracts. Several classes of particular 
contracts are dealt with in this book under Cheques, 'Bills 
of Exchange, Insurance, Carriage, Partnership and Companies. 
The law requires that certain contracts be made by deed. 
Such are the sale or mortgage of land, leases for more than 
three years, bills of sale, some transfers of stocks and shares, 
some contracts of corporate bodies. There are other con- 
tracts that are required to be in writing, though not under 
seal. The documents incorporating some of them, however, 
are often of a very informal character. To this class, required 
to be made in writing but not by deed, belong: (1) bills of 
exchange; (2) insurance policies; (3) an assignment of a debt 
(».«., where a creditor transfers to another person his claim 
against a debtor). In the last case, notice of assignment 
must also be given in writing to the debtor. To the same 
class belong (4) a guarantee by one person of the debt owing 
by another; (5) any agreement not to be completed within 
one year from its being entered into {e.g., the engagement of 
a manager or traveller for more than twelve months); and 
(6) the contract for a sale of goods of the value of £10 or 
upwards noticed in the next chapter. 

In many cases, contracts must be stamped — some before, 
some either before or after execution — ^the stamp being a duty 
levied by the Government as a means of raising revenue. 
No stamp is needed, however, on an agreement not under seal: 

(1) For tbo hire of a labourer, artificer, or menial servant; 

(2) For the sale of goods or merchandise; or 

(3) Where the subject-matter is of less value than £5. 

The value of the stamp ordinarily required for an agreement 
under hand is sixpence and, for a deed, ten shillings; but these 
two values apply only where special stamp duties are not 
imposed. Bills of exchange, insurance policies, leases, 
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I.— SPECIMEN OF DEED.' 

ORIGINAL OF A LEASE. 

®f)is Snbcntttte 

One Siousand nine hundred and BETWEEN 

A B of ill the county ol 

gentleman [hereinafter called the lessor) of the one part and 

C D & Co., Limitbd, whose registered office is situate at 

in the city of (hereinafter called the lessees) 

of the other part witnessetu as follows — 

1. In consideration of the rent heieinaftcr reserved and the 
covenants on the part of the lessees hereinafter contained the lessor 
doth hereby demise unto the lessees all that lock-up Shop situate 

at and numbered 

TO HOLD the same unto the lessees for the term of years 

to be computed from yielding and paying therefor 

during the said term the yearly rent of 

to be paid by two equal half-yearly payments on the 

twenty-fifth day of March and on the twenty-ninth day of September 
in every year, the first of such payments to become duo and payable 
on the twenty-ninth day of September, One thousand nine hundred 
and . 

2. The lessees for themselves and their assigns and to the intent 
that the obligations may continue throughout the Utiii hereby 
created hereby covenant with the lessor in manner following that is 
to say — 

(1) To pay the rent. 

(2) To pay all taxes (other than property tax) and to pay rates. 

(3) To keep the premises (except the main walls and thnbeis roof 

and outside) in repair. 

(4) To paint inside of premises. 

(5) To permit the lessor or his agent or workmen to enter and 

view twice a year. 

(6) Not to fuake alterations. 

(^) Not to assign or underlet. 

8— (1737*; 
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3. Provided always and it is hereby declared that if the said 

yearly rent of or any part thereof shall be in arrear 

for the space of twenty-one days or if there shall be 

any fireach or non-observance of any of the covenants hereinbefore 

contained it shall be lawful for the lessor 

to re-enter and repossess and enjoy as in his first or former 

4. And the lessor hereby covenants with the lessees as follows — 

(1) To give the lessees peaceable and quiet possession. 

(2) To insure the buildings. 

(3) To keep main walls and timbers roof and outside in repair. 

5. Provided always and it is hereby agreed and declared that if 
the said .shop and premises hereby demised or any part thereof shall 

bo destroyed or rendered uninhabitable by fire storm 

or tempest or other inevitable accident and shall not bo rebuilt or 
reinstated by the lessor within six calendar inontlis thereafter then 

payment of the rent shall 

bo suspended. . . . 


6. And it is Declared that whcie the context allows the expres- 
sions " the lessor ” and " the lessees ” used in these presents include 

besides the said A B his heirs and assigns 

and besides the said C D & Co. Limited their 

successors and assigns. 

In Witness wherc’of the lessor has hereunto set his hand and seal 
and the leasees have caused their common seal to be hereunto affixed 
the day and year first before written. 


Signed sealed and delivered 
by the above-named A B 
in the presence of 
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TI.— SPECIMEN OF SIMPLE CONTRACT, 
AGREEMENT FOR SERVICE. 

agreement made the day o£ One thousani) nine 

hundred and BETWEEN A B ol in the 

, of Mill Furnisher (heremnfter called the 

" finncipal ") of the one part and C D of 

(hereinafter called the " manager ”) of the other part. 

Whereby it is Agreed as Follows — 

1. The principal shall employ the manager and the latler shall 
.serve the principal as manager of his .said bu.smc.s.s foi a period of 

from the date hereof but determinable a.s hereinafter 

mentioned. 

3. The .salai'y of the manager shall be the sum of £ 

per annum payable by equal monthly instalments of £ 

on the la.st day of every month. 

3. The manager shall observe and abide by all the instnicti(jn.s tlnit 
may be reasonably given by the principal and shall well and faith- 
fully porlorm all the duties of manager of the business of the principal. 

4. The employment of the manager hereunder may at any time be 
terminated by throe months’ notice in writing on either side during 
the said term. Provided always that if the manager shall wilfully 
neglect or refuse to obey the reasonable instructions of the principal 
or be otherwise guilty of misconduct or shall through illness or other- 
wise become incapacitated from performing his duties the principal 
may at his absolute discretion forthwith terminate the employment 
or suspend the payment of the said salary during such illness or 
incapacity. 

As Witness the liaiids of the said parties hereto the day and yeai 
first above written. 

(Signed) 

(Signed) 


Witness of both signatures : 
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transfers of stocKs and shares, brokers’ contract notes for 
sale of shares, are all subject to special scales. 

The sixpenny stamp on an agreement may be an adhesive 
onei'^but in that case it should be affixed and cancelled by 
the party that signs first. The stamps on the other contracts 
arc usually impressed. Wliere a stamp is necessary and* has 
been omitted, the document, in some cases, cannot be received 
as evidence in court until the omission has been made good' 
and this will involve the payment of a penalty. In other 
cases [e.g., in bills of exchange) tlic omission makes the con- 
tract void. Two specimens of formal contract are inserted 
on the three previous pages; one under seal, the other under 
hand. For the sake of displaying its contents more clearly 
and concisely, the first specimen has had much of the 
legal phraseology cut out, particularly in the sub-clauses, each 
of which has been reduced to a mere indication of its purport. 

Tlie “ counterpart ” of thie lease would be an exact copy of the 
" original,” except that it would bear the seal of the lessee 
company and be signed by two of the company’s directors 
and the secretary, whilst the original is sealed and signed 
by the lessor. 

7 . Agency. (1) Who is an Agent. An agent is a person 
that acts for another, named his principal, in such a way 
as to make a contract between the principal and a third 
party. Auctioneers, stockbrokers, produce brokers, and 
factors are agents because their business consists of buying 
and selling {i.e., making contracts) for other persons. 
Bankers act as agents when they collect or pay cheques for 
their customers. It is in the capacity of agent that a 
solicitor acts for his client. Partners arc agents for one 
another in matters connected with the partnership business; 
and wives are agents for their husbands in buying for the 
household. Buyers, shopmen, and travellers make purchases 
and sales as the agents of their employers; but workmen, 
such as bricklayers, painters, or book-keepers, are not agents, 
because they do not effect bargains on their masters’ behalf 
with other persons. 
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(2) The Agent's Authority. A person holding himself out 
as an agent is not an agent if he has no authority to act for 
Ills supposed principal. In such circumstances, the contract 
will not be binding on the person named as principal, for he 
cannot be held responsible for acts he has not in some way 
previously authorized or subsequently ratified. Tl\e remedy 
ot the other party is an action against the self-constituted 
agent for the damages suffered. But the agent’s authority 
may easily be implied from the conduct of the principal, 
as from his leaving a man in apparent charge of a place of 
business, or from his having allowed a servant to make credit 
purchases for him on previous occasions. It rests with the 
other parly to satisfy himself that the agent has authority, 
express or implied, for what he does. 

Sometimes, however, an agent is liable on a contract as if 
he were the principal. This occurs when the agent makes a 
contract by deed, whether his principal is named in the deed 
or not. In simple contract, also, it may occur if a principal 
is not named; or, at least, if the agent fails to let it be under- 
stood that he is not acting for himself. Where a person was 
not known to be contracting as agent, it would be unjust 
that the other contracting party should be obliged to look, 
for the completion of the contract, to a principal whose con- 
nection with the contract was not disclosed. Still, on dis- 
covery of the principal, the other party, if he wishes to exer- 
cise it, has the right of abandoning his claim on the agent, and 
of looking instead to the principal for satisfaction. He must, 
however, choose one or the other; he cannot look to both. 

It follows that when the agent is acting with authority, 
a disclosed principal is always liable on the contract, and an 
undisclosed principal may be held liable as soon as he is 
disclosed. On the other hand, an undisclosed principal may 
always come forward himself and claim the benefit of the 
contract; but this is subject to the right of the other party 
to deduct, from payment to the principal, any debt of the 
ageqt, due to the other party, that could have been deducted 
from payment to the agent. 
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(3) Relation of Agent to Principal. The relationship of the 
agent and the principal is the subject of a contract between 
themselves distinct from any made with third parties. The 
agent must exercise ordinary care at least in the performance 
of his duties. If he is a paid agent, special skill and diligence 
may lie required of him. An agent must account fo’r all 
profits made. Secret commis.sions arc illegal; and a person 
cannot retain profits made by selling shares, or goods, or 
other property of his own, whilst causing the buyer to believe 
that he was acting merely as the buyer’s agent. Except in 
special circumstances, an agent has not the power to hand 
over his authority to a deputy. A del credere agent is one 
who, for a higher commission, guarantees the debts he makes 
in selling goods on his principal’s behalf. A produce broker 
or a stockbroker, immediately he makes a contract, issues a 
Bought Note if he is acting for a buyer; a Sold Note if he is 
acting for a seller. Between a factor and a broker the chief 
differences are that the former has possession of his principal’s 
goods, and has authority to sell them in his own name, 
whilst the latter has not. 



CHAPl'EK XXIV 

LAW OF SALE AND PAYMENT OF GOODS 
I. V/hat are Goods. By the lawyers, property is classified 
as Real and Personal. Real property, according to them, 
consists of freehold land and buildings, and of trees and crops 
attached to the land. Personal property includes; (I) choses 
(or things) in possession, namely, movable material things, 
as goods and coin; (2) chases in action, which arc rights or 
claims enforceable at law, as book debts, bills of exchange, 
stocks and shares, patents. “ Goods ” are movable material 
things, such as manufactured articles, commodities dug from 
the earth, liurses and cattle, crops cut or to be cut before 
sale; but not money. 

2 . Making a Contract of Sale. A contract of sale may be 
made in respect of existing goods, or of future goods — in 
respect, that is, of goods now in the ownership or possession 
of the seller, or of goods yet to be manufactured or acquired 
by him. Sometimes a contract is made to sell specific goods 
which had been lost, without the parties knowing it, before 
the contract was entered into. In .such event the contract 
is void. " Specific ” means that it is the identical articles 
agreed upon that are bought and sold, not other similar things. 
To illustrate how goods can be already lost when a contract 
is made about them, we may instanai a quantity of wheat, 
notified as having been shippe<l in the ss. RolHcker from 
Baltimore, and since ascertained to have perished at sea; 
or a certain motor-car left at a certain garage and now dis- 
covered to have been destroyed in a recent fire; or a par- 
ticular horse that the parties knew well, which has died 
suddenly without their hearing of the untoward event. 
Where no provision about price is contained in a contract, 
the price charged must be reasonable. 

Sections 2 to 7 of this chapter are based on the Sale of 
Goods Act, 1893. ‘ One of the provisions of the Act is that 
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a contract for the sale of any goods of the value of £10 or 
upwards shall not be enforceable by action — 

(1) , Unless the buyer has " accepted ” the goods by doing in relation 
to them some act which recognizes the contract, and the goods have 
been received by him; or 

(2) Unless he has given something to bind the bargain, or has made 
part payment: or 

(3) Unless some note of the material points of the contract has been 
written ami been signed by the party to be charged or his agent. 

From this it follows that, when goods of the value named 
have been ordered orally, the buyer may return them on or 
after delivery, and cannot be charged with them, provided 
none of the conditions above has been complied with. If the 
buyer offered the goods for re-salc, that would be an act 
which recognized the existence of his contract to buy them, 
and it would make him liable to pay for them. When a 
contract is entered into for valuable goods to be supplied 
at a future date, the seller should see that he obtains the 
buyer’s order in writing, and the buyer that he gets the 
seller’s written confirmation. One party may possess written 
evidence and the other not. Whichever party is short of 
the necessary writing and signature, will not be able to 
enforce his rights should occasion for doing so arise. 

3 . Conditions and Warranties. In a contract, whether for 
the sale of goods or not, a condition is a term wliich is of the 
essence of the contract. A stipulation in a contract ranks 
as a condition, if its absence or failure would render the con- 
tract useless to one of the parties — ^if without consent to the 
stipulation by one party, the other would not have made 
the bargain. A co ndition, may be express or implied, and 
breach of the co nditjon makes the c ontract voidable by the 
party aggrieved. Any kind of stipulation may "be made a 
condition by expressing it as such. Examples — 

(1) In the purchase of a business! — " Subject to the condition of 
approval by A, B hereby agrees to buy and C to sell the business 
of so and so." 

(2) In the engagement of a comedian — " If Z fails to carry out 
strictly Clause 10 of this agreement, Y shall be at liberty to cancel 
the engagement." 

(3) In a sale of pig-iron—-" Time of delivery is of the essence of the 
contract." 
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A warranty is some stipulation which is not essential, but 
only collateral, to the main purpose of a contract. The 
bre ach of a wa rrai^ gives a right to claim damages; bi^ not 
to repudiate or set aside'th'c bargain. For example, if I 
bouglit a bicycle " warranted good for twelve months,’’ and 
it broke down at the end of three months, I should be entitled 
to have the machine put into good running order free of 
charge. The breakdown would give me no right to reject 
the bicycle, nor, if I had not yet paid for its purchase, woultl 
it give me the right to withhold the price. Thougli breach 
of a condition by the seller gives the buyer the power to set 
the contract aside entirely, yet the buyer is always free to 
waive his full rights, to treat the breach of condition as a 
breach of warranty, and to proceed with the contract on 
that basis. And, as the namo.s, condition and wtirranty, are 
often confused, it is of less importance which name the 
parties give to a stipulation than what their evident intention 
is regarding its effect. 

As a general rule of law, a buyer must be on his guard; 
it is hi.s own fault if lie sulfers througli failure to exercise 
ordinary prudence and foresight in the making of his pur- 
chases. Nevertheless, in a contract for the sale of goods, 
unless a different intention appears, there are — 

S An implied condition that the seller has the right to .sell; 

An implied warranty that the goods .shall he free from any 
undisclosed charge in favour of a third person; 

(3) An implied condition that gocals sold by description shall cor- 
respond to the description; and, wlicn tlicy are sold by description and 
sample, they must correspond to the description as well as to the 
sample; 

(4) An implied condition tliat goods bought by description and 
without examination shall be of good merchantable quality (G.M. Q.J; 

(5) An implied condition that goods shall be reasonably fit for their 
particular purpose, if the circumstances show that the buyer relies on 
the seller to supply goods fit for that purpose; 

(6) An implied condition that, in goods sold by sample, the bulk 
con-espond to the sample in quality and be free from any defect 
rendering them unmerchantable which was not apparent in the 
sample. 

4r When Title Passes. Another general rule of law is that 
a buyer cannot acquire a good title to goods sold by a person 
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who is not the owner, or who has not the owner’s authority 
to sell. Tlie ownership of goods that have been stolen and 
sold reverts, on conviction of the thief, to the person whose 
property they were at the time of theft. Subsequent dealings 
do not count. But this rule does not apply to a case of 
fraud not amounting to theft, as where the goods are 
obtained in exchange for a worthless cheque. 

It is important to know at what time exactly the ownership 
of goods is transferred from the seller to the buyer, because 
the risk of destruction by fire, of loss at sea. or of damage 
in other ways, passes to the buyer as soon as the ownership 
vests in him. It is then for him to see to their insurance, 
if he considers insurance desirable. The rules as to when the 
property in goods pas.ses from seller to buyer are as below, 
unless a different intention appears in the contract, or 
circumstances suggest it — and “ property,” in this use of the 
term, means ownership as distinct from possession of the 
goods — 

(1) For specific goods ready for delivery (as a given twenty bales 
of Egyptian cotton, lying in a warehouse at the Manchester docks), 
the property passes to the buyer when the contract is made, whether 
delivery or payment or both be postponed or not. 

(2) For s^cific goods not ready for delivery (as when a second- 
hand motor wagon is first to be overhauled and re-painted), the pro- 
perty does not pass until the goods are ready and the buyer notified 
that they are ready. 

(3) For .specific goods ready for delivery but requiring to bo weighed 
or measured by the seller, so that he can ascertam the price (as in 
an order for so many pounds of sugar, or so many yards of silk, to 
be supplied from a wholesaler's stock), the property doe.s not pass 
until the goods are weighed or measured and the buyer notified. 

(4) For goods delivered “ on approval," or " on sale or return," the 
property passes to the buyer when he signifies acceptance of the good.s, 
or when the time fixed for return elapses, or on the expiration of a 
reasonable time. 

(5) For unascertained or future goods, the property passes when 
goods of the description required are unconditionally appropriated 
to the contract; e.g., when the seller, without re.serving the right of 
disposal, hands to a carrier, for conveyance to the buyer goods 
corresponding to the buyer's order. 

Although possession of the goods has passed out of the 
seller’s hands, he can retain the right of disposal of them 
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until conditions stipulated in his contract have been fulfilled. 
The drawing of bills of lading to order •)! the consignor is 
one way of reserving to him the right of disposal of goods. 
Endorsement and delivery to another person of a bill of 
lading drawn to order, or delivery without endorsement if 
the l?ill of lading is drawn to bearer, tran.sfers to that person 
the property in the goods represented by the bill of lading. 
The Factors Act, 1889, makes some exception to the general 
rule, with which this section opened. By that Act, when 
goods or documents of title to goods (e.g., bills of lading, 
dock or warehouse warrants) are, with the owner’s consent, 
in the hands of an agent, any sale or pledge of the goods, 
if made by the agent in the ordinary course of his business, 
shall be just as valid as if the owner had expressly authorized 
it; but the person taking the goods must act in good faith 
and without knowledge of want of authority on the agent’s 
part. 

5 . Delivery. Unless he has agreed to do so, the seller need 
not deliver the goods until he reccive.s payment, for, in the 
absence of agreement to the contrary, payment and delivery 
are concurrent duties; they arc to be made at the same time, 
the one in exchange for the other. Delivery does not include 
transit, and it depends on the agreement, express or implied, 
between the parties whether the buyer has to fetch the goods 
or the .seller has to .send them. If there is nothing arranged 
on this point, the place of delivery is cither the seller’s 
establishment, or the place where, to the buyer’s knowledge, 
the goods are lying ready when he buys them. Should time 
of delivery not be fixed, demand or tender of delivery must 
be inade within a reasonable time, and at a reasonable hour 
of the day. 

Even when the seller is not obhged by the terms of the 
contract to undertake the sending of the goods at his own 
risk, he may still send them at the buyer's risk, by the 
express or implied request of the buyer. In that case the 
seller’s delivery of the goods to a railway or to another 
carrier is presumed to be delivery to the buyer. If the 
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goods have to cross the sea in circumstances in which insur- 
ance is usual, the seller must give the buyer notice to enable 
him to insure them; or, failing notice, the seller must take 
the risk himself. 

As to delivery of wrong quantity: (1) If it is a quantity 
less than that ordered, the buyer may reject the goocfs, or 
he may accept them and pay at the contract rate. (2) If it 
is a larger quantity than ordered, he may reject the whole, 
or take the quantity ordered and reject the rest, or accept 
the whole and pay at the contract rate. (3) If the goods 
ordered are delivered mixed with others not ordered, he may 
reject the whole, or he may accept those ordered and reject 
the others. Unless otherwise agreed, the buyer is not bound 
to accept delivery by instalments. Until he has had an 
opportunity of examining goods delivered, he is not deemed 
to have accepted them. He accepts them when he says he 
accepts, or when he does any act in relation to them incon- 
sistent with their being still the property of the seller, or if 
he fails to reject them within a reasonable time. 

6. Breach and Damages. (1) Seller's Remedies, If the 
contract is broken by the buyer’s failure to pay for the goods, 
the seller may maintaia an action for the price. If there is 
a failure frareepTthe goods, the seller may bring an action 
for damages for non-acceptance. 

(2) Buyer’s Remedies. Should the seller fail to give 
delivery of the goods, the buyer’s remedy is an action for 
damages for non-delivery. Specific performance (i.e., dehvery 
ofthe idefffical"aftiae contracted for) might be ordered by 
a court; but this is not usual with merchandise, and would 
occur only when the subject of contract had a value 
peculiarly its own, as a masterpiece of painting or sculpture; 
or as a piece of land, because of its special situation. In the 
case where failure amounts to a breach of warranty, the buyer 
may deduct the damages from the contract price, or he may 
bring an action to recover them. 

(3) Damages. The measure of the damages is., the 
estimated loss directly and naturally resulting in the ordirtarv 
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course of events from the breach of the contract. This loss 
is presumed to be the difference between the contract price 
of the goods and the market price for buying or selling the 
same quantity of the same kind of goods at the time When 
they should have been delivered or accepted. 

{4)->Delmyy by Instalments. Where delivery i.s to be made 
by instalments to be paid for separately, and the seller fails 
to deliver one or more instalments, or the buyer to accept 
or to pay for one or more instalments, it is a question 
depending on the terms and the circumstances of the par- 
ticular case, whether the breach is one that entitles the 
injured party to repudiate the contract, or one that gives 
rise to a claim for damages only. 

7 . Rights of Unpaid Seller. Notwithstanding that the 
property in goods may have passed to the buyer, an unpaid 
seller of goods has — 

(1) A liqii oi\ jthc soodi) for the ijrice, tliat is, a right to rctiitn 
possession 'of them until paid, it_ the goods wore sold without 
stipiiliition for, crudit, or if the buyor'KifsT5c?omc.fnd(jlvent: 

fil-A "fight to stop goods in transit if the buyer of them has become 
insojyjint, it being" tliE"auty of the'ciirrier, on receiving notice of 
stoppage in transit, to re-deUver the goods to the seller; 

(3) A limited right to re-sell the goods, wliich may bo exorcised 
when the goods are o£ a pemljablc. .nature, or when the buyer docs 
not pay within a reasonable liino of Ills being notified of the seller’s 
intoltridn to fc-soll. 

8. Payment. It is the debtor’s duty to bring or send pay- 
ment, when the creditor has made demand. It the money is 
sent by post, the risk ol loss is the debtor’s, unless the 
creditor has asked him to send it by post. And the fact 
that the creditor never objected to previous remittances by 
post will not be construed as a request for future payments 
to be made in that way, though other circumstances may — 
e.g., a foot-note on a statement of account: “ Please send 
cheque by return.” 

Tender of Payment consists of producing and actually 
offering the money even in case of dispute. If the amount 
is disputed and refused, the debtor must remain ready to 
pay; knd if an action is begun, he should pay into court the 
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amount previously tendered, in order to prevent costs being 
given against him. A creditor may always refuse payment 
on the ground that it is not in the legal form. “ Legal 
tender ” takes the form of bronze coins up to Is. in amount, 
silver coins up to 40s., and gold coins up to any amount. 
Bank of England notes (except when they arc offereTd by 
the Bank or its branches), or currency notes of the Treasury, 
are legal tender up to any amount. No change can be 
demanded. Cheques, bills of exchange, and country bank 
notes arc valid tender, unless they arc refused at the time and 
legal tender demanded instead. 

From 1st Sept., 1920, every receipt given for £2 or upwards 
must bear a 2d. Revenue stamp. For omitting the stamp, a 
penalty not exceeding £10 may be imposed. The giver is liable 
in any case, and the holder of the receipt cannot use it in court 
us evidence of payment until it has been stamped and the fine 
paid. Insufficient payment, though made “ in full settle- 
ment,” may be retained without prejudice to one's claim for 
the balance, provided the receipt is given '' on account," 
or ” in part payment only.” 

9 . Statute-barred Debts. By the Statute of Limitations, 
1623, as modified by more recent enactments, no action can 
be brought for a debt due on simple contract if six years 
have elapsed since the time when payment could be 
demanded. For deeds, other than those in connection with 
land, the time is twenty years. The right of action will be 
revived, however, 

(а) By a payment either of part principal or of interest; 
or 

( б ) If the debtor has given a signed promise to pay, or 
a signed acknowledgment such that a definite promise 
to pay may be interred from it. 

Then the six years begin to run anew from the date of the 
payment or promise. The rule does not operate during the 
time that a debtor is an infant or insane; and if he was 
beyond the seas when the amount became due, the six jears 
count from his return. 
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In view of the above, the rules for ^appropriation of 
payments arc important. These are — 

(1) That where a debtor owes more than one amount, he has the 
right at the time of making a payment to insist on the payment being 
appropriated to any item or items he choo.ses; 

(2) That failing appropriation, express or implied, by the debtor, 
the erbdifor may set the payment against any of the amount.s owing; 

(3) That, where no appropriation is made by debtor or creditor, 
lii-scharge of the items is presumed to run in order of date beginning 
with the earliest. 

10. Interest on Accounts cannot be charged to the debtor 
except in certain circumstances, some of which are as follow — 

(n) iiy agreement between the parties; 

(//) By usage of trade (e.g., in banking accounts); 

(c) On a dishonoured bill or cheque, by the Bills of Exchange Act, 
1882, Section 57; 

(rf) On an overdue account from the date when demand i.s made 
and notice given that interest will be charged. 

Compound interest can never be charged except by agree- 
ment. Although a creditor may not be able legally to insist 
on payment of interest, that does not prevent Iiim from 
refusing to allow discount on an overdue account. 



CHAPTER XXV 

CARRIAGE BY ^AND AND SEA 

I. Carriage by Land. (1) The Railways and their Competitors, 
Chief of inland carriers are the railways; but under this head 
may also be included the barge owners that traffic on the 
canals and river navigations. The lines of coasting steam- 
ships may be included too— for example, those sailing between 
Newcastle and London, London and Bristol, Glasgow and 
Liverpool— because they also are competitors of the railways. 
These vessels take goods of many kinds, when quick delivery 
is not essential, and carry them at lower charges than the 
railways can afford to make. Canal traffic consists largely 
of coal and minerals generally: but other merchandise is 
transported as well; earthenware, for example, from the 
Potteries. Many of the canals of this country have been 
under the control of the railway companies, and have, there- 
fore, not been developed, as in other circumstances they 
might, into competitors of railways, for carrying goods when 
speed of transit was not of first importance. Development 
has been hindered also by the difficulty of communication 
between different canal systems, so that they are not, as a 
whole, suitable for long-distance traffic. In 1909 a Royal 
Commission recommended that all the waterways should be 
placed under the management of a Waterway Board; and 
that existing channels should be deepened. Still, nothing 
has been done. The railways, however, have been reorganized 
by Parliament. From 1st January, 1923, all in Great Britain, 
except the London undergrounds, have been grouped into 
four big companies, each serving, as far as possible, its own 
section of the country. State control during the war, accom- 
panied by a rapid increase in wages and the consequent need 
of the most economical and efficient methods of working, had 
made this pohey a necessity. Here is perhaps the best place to 
348 



CARRIAGE WY LAND AND ijEA 


349 


notice that railway steamship-services afe maintained to 
Ireland — as between Holyhead and Dublin, Fishguard and 
Rosslarc, Fleetwood and Belfast; that similar services have 
been in operation for a long time from Harwich and Grimsby 
to the Continent; and that packet-boats are run jointly with 
the French railways between the Channel ports of England 
and France. 

The plan, so far as there is a plan, of the railway system 
of England, can best be grasped by the mind if the many 
main lines are pictured as radiating from London in all 
directions to tlie cities and towns of the provinces. A few 
important cross-country routes, as Derby to Birmingham 
and Bristol, Manchester to Leeds and York, must not be 
overlooked. The longer trunk lines are, of course, those 
that run north and west from London, the tlirec chief northerly 
routes connecting at Carlisle and Berwick with the Scottish 
lines, which otherwise form a smaller system in themselves. 
The Irish railway system is, of necessity, entirely apart. 

Railway services fall naturally into the two divisions of 
passenger train and goods train traffic. Passenger train 
traffic includes a parcels service, and with this there sliould 
be classed the fast trains specially provided for fish and 
perishable produce. Competing with the railways, and yet 
making use of them, are the Post Office and the parcels- 
carrying companies. The Post Office uses the railways for 
moving its jnirccls in bulk between stations only, wliilst it 
collects and delivers the parcels singly itself. The parcels 
companies, such as “ Sutton ” and “ Globe," use the rail- 
ways in the same way as the Post Office for sending parcels 
in bulk, and therefore at the lowest railway rates, between 
towns ill which they have offices. Where they cannot do 
this, they act simply as collectors for the railways, and retain 
the collecting fees. A peculiarity of the parcels post is that, 
for parcels of the same weight, the charges are the same for 
any distance within the British Isles. Post Office rates for 
inland parcels vary only with tlic weight; but the railways 
and 'the parcels companies charge according to distance as 

9— {1737a) 
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wcU as weight. ' For foreign parcels sent by post, the rates 
are, however, different for different countries, as are those 
of the Express companies that take parcels for Continental 
Goods and Minerals. 

M%dland Railway— Maximum Conveyanc^ ^ 
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and other addresses, and forward them through agencies 
they have established in foreign ports and centres. Other 
competitors of the railways are tramways for suburban 
traffic, and local carriers for the districts surroundiitg the 
1 These rates were increased in January. 1920. 
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larger towns. Since the advent of the motor wagon, an 
increasing volume of heavy merchandise is being transiiortcil 
for long distances by road. 

(2) Railway Rates are controlled to a great extent by Act 
of Parliament; and An Analysis of the Railway Rates and 
Cha?ges Order Confirmation Ads, 1891 and 1892, published 
by His Majesty's Stationery Office, is the source from wliich 
much of the information under this licad is taken, rraffic 
is divided into si.x general kinds, namely, (1) Goods and 
minerals; (2) animals; (3) carriages; (4) exceptional class for 
articles of unusual size or nature, as locomotive engines, wild 
beasts, dangerous goods, and bullion; (5) pcrishabli> mer- 
chandise by jiasscngcr train; (6) small parcels by merchandise 
train. For each of these divisions. No. 4 exccjitcd, maximum 
rates of charges are fixed by law. The first division, goods 
and minerals, is sub-ilivided into eight classes, named A, B, C, 
1, 2, 3, 4, and 5. The publication referred to contains a long 
list of articles that is known as the “ classification,” and that 
shows to which of the eight classes each article belongs. 
For each of these eight classes, maximum rates are prescribed 
tor each railway. The table on page 350 applies to the 
Midland section of the M. & S. Railway, 

It will be seen that the rate for goods of a given class to be 
carried a given distance is ordinarily made up of two main 
charges — one for conveyance and one for terminals; and that 
each of these may comprise- .several part.s, which, as .set out 
in the table, explain themselves. Class A takes the lowest 
grade of traffic; Class 5 the highest; and the intervening 
classes take corresponding grades. Some idea of the kinil 
of goods put in each class may be gathered from the following 
examples — 

Class A — Sand, coal, iron orei 

,, B — Common bricks, common .slates, pij'-uou. 

,, C — Glazed bricks, gram, potatoes, iron or steil j)latts.. 

,, 1 — Raw Colton in bales, common glass bottles, oils in casks, 

packing paper, .soap, 

„ 2 — Raw wool, paints in casks, cotfee, butlei in cask.s, bistnits. 

eaitbonware in i rales. 
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Class 3— Heavy Urapery as cotton, linen, or woollen goods in bales 
or cases; boots and shoes in cases; hardware, mixed 
groceries, tea. 

4 Light drapery, umbrellas, Iclt hats, typewriters fitted and 

'r packed, dead poultry. 

5 Bicycles, gramophones, Iiirniturc not in vans, .straw hats, 

live poultry. 

Quantities of less than 4 tons and not less than 2 tons in 
Classes A and B are charged under the next higlier class; 
whilst quantities of less than 2 tons in A and B are charged 
under the next higher class but one; and lots of less than 

2 tons in C, under Class 1. Consignments not exceeding 

3 cwt. come under the special division of " Small Parcels by 
Merchandise Tram ” already referred to, and are subject to 
an addition to the maxima named above; whilst the minimum 
is the charge for 28 lb. In charging for “ smalls,” a fraction 
of 141b. may be taken as 141b. When a consignment 
exceeds 3 cwt., a fraction of a i cwt. may be charged for as 
a jewt., unless the consignment exceeds 5 tons, when any 
fraction less than a i ton may be charged as i ton. A con- 
signment weighing 4 cwt. 3qr. 7 lb. would therefore be 
charged as 5 cwt. When the rate covers delivery from any 
station, the service of delivery is confined within prescribed 
limits; and should the railway deliver by request beyond 
these limits, it is entitled to charge more. Delay in loading 
or unloading, and consequent detention of wagons, leads to 
another extra charge termed “demurrage.” This applies 
particularly to Classes A and B, which arc usually loaded 
and unloaded by the merchants themselves. For coal and 
similar traffic, traders commonly provide their own railway 
trucks; but for other traffic the rolling stock belonging to the 
railways is nearly alwa5re used. 

Quite frequently the actual rates in operation are less than 
the maximum charges allowed by statute. Competition with 
other railways, or with water routes, has caused lower charges 
to be made. Then, if goods are handed to a railway in large 
quantities, particularly if they are forthcoming regularly or 
continuously, special rates may be given, because large 
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quantities cost less jiroporlioiialc-ly to handle than small 
lots. Another consideriition in the fixing of rates is the 
nature of the goods. Those that are costly, or easily dairj^iged 
or lost, are cliarged more to compensate for the extra risk, 
and for the extra care that must be exjrended upon them. 
TurtTier, as bct\veen goods of higher and lower values, there 
is a rule applied “ to charge what the traffic will bear." 
This means that a fairly high rate for the carriage of valu- 
able goods causes little proportionate increase in their cost 
to the purchaser; whereas tlie same rate applied to goods of 
low %'alue would make the price prohibitive. When a high 
charge for carriage was added to the purchase cost, such 
goods would be too dear for sale, and, as a consequence, 
such traffic would never be offered to the railway at all. 
It is partly on this principle that the maximum rates for 
each class have been fixed, the goods of lowest grade being 
carried at the least profitable rates. At each station, lists 
must be kept of alt rates there in force, and they must be 
open for inspection by the public free of charge. Moreover, 
a trader may always apply to the Railway and Canal Com- 
mission for as good treatment as another trader gets who 
uses the railway in like circumstances. And the same right 
of appeal is allowetl to different towns similaily .situated in 
relation to a common trading or shipping centre. 

Railways charge throiii^lt rales for traffic convevod over the 
lines of two or more companies that have connections. 
In the calculation of lliese through rates, the different com- 
panies arc not considered as one railway; tlierefore the maxi- 
mum rates of the table on page 350 for the first 20 miles, tlie 
ne.xl 30 miles and so on, apply to oacli company .sejjaralely. 
But, should two railways together be competing with a single 
company between given points, the low'er maximum rate of 
the single company would keep down the rate that the 
competing lines could charge. Where traffic in either pas- 
sengers or goods passes over more than one company’s rails, 
returns are sent to the Railway Clearing House in London 
from the despatching and receiving stations, and this 
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iiislitution apportions to cadi company the s’lare of the 
charges to which it is entitled by law, or by agreement 
between the companies concerned. 

The Railways Act, 1921, however, has provided for the 
establishment of a Railway Rates Tribunal to revise and 
slanchu-dizc railway rates. These will apply on ' the 
" appointed day,” yet to be determined. 

2 . The Law of Carriage. (1) At Common Law. A person 
or company that for payment follow.s the business of carrying 
goods regularly between certain places, taking the goods of 
anyone who offers them, is termed a common carrier ; that 
is, a carrier common to all who use his .services. He is dis- 
tinguished from a private carrier by his being prohibited 
from refusing traffic imlcss his conveyance is full, or the goods 
are dangerous, or not of the kind he professes to convey. 
A furniture remover or a team-owner, who does not ply 
regularly between certain points, and wlio makes special 
arrangements for each job he undertakes, is not a common 
carrier. Nor is any person or company subject to the duties 
and liabilities of the common carrier for the service of con- 
veying passengers, though the same person or company may 
be a common carrier of goods. A private carrier is not liable 
for loss or damage when it is caused otherwise than by the 
negligence of himself or his servants, unless he expressly 
agrees to the heavier responsibility. The Post Office as 
carrier of letters and parcels works under regulations of its 
own. It holds a monopoly of the carrying of letters. For 
loss of the contents of registered letters, or for loss or damage 
lo parcels, it sets limits to the compensation it will pay; and, 
when it makes such compensation, it does so, not as a legal 
iluty, but only as an “ act .of grace.” 

The type of common carrier by land in bygone days was 
he who drove his creaking wagon and plodding horses over 
the bad roads that separated his own district from the bigger 
trading centre on which his customers depended for the sup- 
ply or disposal of their goods. He was subject to the perils 
of the highway in the dark of night, and to its only* less 
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tlaiiguruus lonolinoss or wilMno'is in llu- liglil nf day. II was 
for such as he. that the law of flic carrier was first evolved, 
imposing upon liim liabilities so heavy as to lorcc liim into 
taking safeguards sufficient to protect the goods in his tare 
from plunder aiul loss on the road. His liability at common 
law for theft, or loss, or damage, due lo any cause, whether 
through fault of his own or not, and including the results of 
unreasonable delay, was modified only by three exceptions, 
namely, {a) the “ act of God," (b) the King’s enemies, and 
(c) " inherent vice " in the things carried. 

Act of God, or vis major, includes any violent or sudden 
accident due to natural forces, as distinct from file action 
of man, and such that the carrier could not be expected to 
foresee the event and provide against it. Examples would 
be damage by lightning or by impetuo.is flood, or due to 
sudden illness of the person in charge of the goods. King’s 
enemies refers to the actions of a loreign foe, and docs not 
include the depredations of rebels and pirates, liy inherent 
vice is coven-d any defect in the things carried, or in their 
parking, which was not obvious when the carrier received 
them, and which turns out to lie the direct cause nf loss. 
Such would be decay or any .similar process at work in the 
goods themselves; the unmanageable spirit of a horse result- 
ing in its own hurt during transit; delicacy or Iragility of 
articles received packed up; or even faulty addressing of the 
goods. It is the duty ol the .sender to warn the carrier when 
extra care is needed. If the packing is obviously defective, 
or the goods are not such that the carrier can take them 
without unusual risk, he is entitled to refuse them, or lo 
make it a condition of his carrying them that the sender shall 
bear the risk of loss himself. For results of any of the three 
exceptions named, the carrier is not responsible, provided 
that he takes reasonable precaution to evade such loss. 

(2) By Act of Parliament. After the establishment of 
canals, and when the first railways had just been built, the 
Carriers Act of 1830, applicable only to carriers by land and 
only to common carriers, modified their liabilities still further. 
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That Act, which vemains in force, has reference in specified 
kinds of goods, chitdly the following— 

Bank notes and cheques; gold, silver, jewellery, and precious stones; 
deeds' and securities; pictures, maps, and writings; watches and clocks; 
glass and china; furs, silks, and hand-made lace. 

Most of these are costly articles, and those that are nht so 
now were worth much more one hundred years ago than they 
arc to-day. Many of them, too, carry high value in small com- 
pass, and are therefore more subject to theft than bulky 
merchandise. To preserve his right ot claim for loss, a 
sender of such goods, when the parcel is worth more than 
^10, must declare their nature and value at the time of 
lianding them to the carrier, and the latter is permitted to 
make an extra charge lor their conveyance. Nevertheless, 
the liabilities of carriers were still onerous. The railway 
companies, therefore, as time went on, endeavoured to con- 
tract themselves out of many of their responsibilities, alike 
on goods of which they held themselves out to be common 
carriers, and on those of which they did not. By reason 
of this practice, it was laid down in the Railway and Canal 
Traffic Acl of 1854 that any special contract to limit the 
liability of a railway company shall not be valid, unless the 
special contract is in writing and signed by the consignor 
or his agent, and unless the terms arc “ just and reasonable.” 
The interprotation of this last phrase depends on the facts 
of each particular case. It has been held, however, that no 
contract is good which would relieve the railway company 
of all responsibility, and particularly of the consequences of 
gross negligence or misconduct on the part of its servants. 

(3) Further Points. For a contract that limits the liability 
of a railwa}? company, some consideration must be given; 
and this commonly takes the form of a reduction in the 
charge for carriage. Many goods are carried under such 
special signed contracts at owner’s risk instead of company's 
risk, and at much less than the ordinary rates in force. A 
carrier’s liability begins when the goods are handed to him, 
and continues until they are delivered to the consi^ec. 
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If the cfiiTier is not required or is uuuble 1o deliver them, 
lie holds Iheiu at the disposal of the owner; and, at llie expira- 
tion of a reasonable lime, say, in a day or two alter transit 
is completed, his liability becomes one for negligence clnly. 
A sender’s right to stop goods in transit, and to require their 
rc-difiection, lias been noticed in the last chapter. Every 
carrier has the right to demand iiatTncnt wlion tlie goods are 
accepted by him. It they arc taken "carriage forward," 
lie has a lien on them for his charges. But the lien is a 
particular lien and not a general one — he cannot hold back 
one lot of goods because the carriage of a previous lot is 
still owing to him. On delivery, the carrier takes a receipt 
from the consignee; and, if any package is not in good con- 
dition on delivery, the receipt should say so. Also, when 
goods are liandcd to a carrier, the .sender .should sec tliat he 
gets the carrier's or his servant’s signature lor them. For 
traffic by goods train, the sender is rcquircfl to fill in the 
railway’s own fomis of consignment note. 

3 . Carriage by Sea. Since the close of the seventeenth 
century, Britannia has occupied the proud position of 
“ mistress of the .sea ’’; and tlie ships of this small islrunl- 
country have taken tlie predominant part in the ocean 
commerce of the world. Of the ocean routes used by British 
shipping, the chief arc these — 

(i) Across the AlUmlic to Canada and Iho northern ports of the 
United States; to the West Tnilies and the cotton port.s ol the 
Souihoni States; to Brazil, Argentina, ami other parts of South 
America. 

(ii) Through the Mediterranean to Egypt, and by w.iy of the Suez 
Canal to India, tfie Straits Sclllemcnl.s, Cliina anrl Japan, or lo 
Australia and New Zealand. 

(in) Round the Cape of Good Hope, calling at Cape Town and other 
South African seaports, or onward to Australasia again. 

Liverpool maintains an extensive trade wdth the West 
Coaist of Africa. To San Francisco, Valparaiso, and other 
places on the Pacific sea-board, the Panama Canal now makes 
possible a much shorter passage than formerly from this 
country, as well as from the eastern ports of the United 



358 MOnERl^ BUSINESS AND ITS METHODS 

States. On routes across the Pacific Ocean, Vancouver 
('<jnri)eles with San Francisco, and Canadian vessels sail 
regularly to Yokohama and to Sj'clncy. The “ liners ” — 
ships* that steam regularly to and from fixed points in distant 
lands— may appeal to the imagination most, perhaps, because 
they are always well advertised and usually well fitted out 
lor passenger traffic. But the bulk of ocean-carried goods 
is conveyed in “ tramps ” — ^steamships and Sciiling vessels, 
frequently chartered for full loads, and moving about from 
port to jiort and country to country under telegraphed 
instructions, in search of cargo wherever it can be found. 
ICvcry ship that flics the British flag must be registered at a 
British port, and must carry a certificate of registration, 
showing vvhat are the port of registry, the name of the vessel, 
her tonnage and who arc her owners. 

4. The Law of Freight. Freight is the name given to the 
charge made for carrying goods by ship; and the agreement 
under which the goods are carried is tenned a contract of 
affreightment. A shipowner or shipping company that comes 
under the definition of a common carrier would be subject 
to the heavy liabilities of the common carrier for loss due to 
any cause other than the act of God, the King’s enemies, or 
inherent vice in the goods. But, just as the land-carrier’s 
liabilities have been modified by statute, so the sea-carrier’s 
are lightened by the Merchant Shipping Act of 1894. He, too, 
even more than any railway company, enters into special 
contracts with his customers, to relieve him of responsibilities 
he would otherwise liavc to bear. By the Merchant Shipping 
Act, the shijjowner is not liable — 

(«} For lo.9s or damage by fire caased without his fault or privity; 

(b) For thelt of gold, silver, prcciou.s stones, jewellery, and watches, 
unless their nature and value have been declared in writing; 

(c) For loss due to the fault of a pilot whose employment is 
Compulsory; 

(d) For loss of or damage to goods and to other vessels, beyond 
for each ton of the tonnage of his ship; and lor loss of life or p-Tsonal 
injury, beyond £15 the ton. 

Any special contract further to limit a sea-carrier’s liability 
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is set oul either in the (loaimcnl known as‘a eluirlcr parly, 
or in a hill of lading. {I5ul scr note, p. 361.) 

(1) A Charley Parly is a written contract wherebj' llie 
owner agrees to place liis ship, or a part of it, at the displisal 
of a charterer or hirer of the ship, cither for a stipulated 
time ?jr for a specified voyage, the charterer agreeing to pay 
a certain freight on the cargo to be carried. Commonly the 
vessel remains in possession of the owner and is simply u.sed 
by him in the service of the charterer; but in other cases the 
ship passes into the charterer's control, and tlic captain 
liecomes agent of the charterer instead of agent of the owner. 
In a charter party, unless the contrary apitear, there are 
three implied warranties, namely, («) seaworthiness, (6) 
despatch, (c) non-deviation. Seaworthiness refers to the 
condition of the ship and its outfit for the purpose of the 
voyage contemplated; but only at the time of setting out. 
It does not mean that the ship shall continue to be seaworthy 
tliroughout tlic voyage. Despatch, as an implied warranty, 
requires that the voyage shall be begun and completed with- 
out unreasonable delay. Non-deviation means that the ship 
has not to be navigated out of the usual course, and thereby 
exposed to extra risks, unless deviation from the usual course 
is justified by necessity. “ Lay-days,” in a charter party, 
is a name given to tlie time allowed for loading or unloading; 
and ” demurrage ” signifies the charge to be made lor 
exceeding the numlier ol lay-days allows 1. A charter party 
should hear a sixpenny revenue stamp. 

(2) A Bill of Lading may he used as between the owner 
and tlie charterer, in addition to the charter party. If so, 
it serves merely as a receipt from the master of tlic ship for 
the cargo that the charterer has put on board. A sliiji used 
to carry the goods of anyone who offers them is called a 
“ general ship.” In that case, a bill of lading for each con- 
signment is given either by the owner, if he is running the 
ship himself; or by the charterer, when the ship has been 
hired. The purpose of a bill of lading, as also the place and 
purpose of a mate’s receipt, is referred to in Chapter XIII, 






Note. In 1922 and 1923 — since this form was first included 
here — conferences were held in Brussels to unify international 
rules relating to bills of lading. As a result the legal liabilities, 
and the rights and immunities, of carriers by sea were revised 
in tljis coimtry by the Carriage of Goods by Sea Act, 1924, 
which came into force on 1st January, 1925. 
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Sections 5 and 7. A clean bill of lading, as there slated, is 
one that says the goods have been shipped “ in good order 
and condition.” It makes the master liable to delivc; the 
goods in the condition named; but, because the insides of 
the packages are not acces-sible for examination when the 
goods are received, it is customary for the master to protect 
liimself and his owner by putting into the bill of lading the 
reservation, " weights, contents, and value unicnown." 

The specimen bill of lading here given states tJiat tiic 
contract is subject to the lien that a carrier has for his 
cliargcs. The shipowner can preserve tliis lien by giving 
written notice of it to the person with whom he deposits the 
goods when they arc landed. Freight on goods exported 
from this country is usually paid in advance, and that for 
the homeward voyage on delivery. The specimen bill of 
lading states that it is subject also to the exceptions and 
conditions enumerated at the foot of the document. Of the 
twenty clauses in which these exceptions and conditions are 
set out. Clause 5 contains the reservation about contents 
referred to above. Together with Clause 6, it contains also 
a number of exceptions that come under the general exemp- 
tion for inherent vice previously explained. In Clause 1 are 
included the two other common law exemptions of act of 
God and King's enemies, accompanied by many more. 
Jettison is the name given to the throwing overboard of 
cargo or tackle in order to lighten the ship in an emergency ; 
barratry, that for any wrongful act wilfully committed by 
the master or the crew to the prejudice of the owner, or 
the charterer of the .slhp, or any owner of cargo — ^for example, 
running away with the ship, setting her afire, or appropriating 
cargo. Perils of the sea has been held to apply only to 
unexpected accidents which may happen, and not to damage 
by wind or water such as must happen on every voyage. 
Clause 11 here is the equivalent of the rule that a common 
carrier is not bound to receive or to carry goods offered 
wheji his conveyance is already filled. It will be noticed 
that, by Clauses 1 and 3, the shipowners exempt themselves 
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from liability imder the otherwise implied warranties of non- 
deviation and of despatch; whilst by Clause 2 they contract 
out^f the remaining warranty that would be implied, namely, 
seaworthiness. Three of the exemptions granted by the 
Merchant Shipping Act also appear— in Clause 1, those for 
loss by fire or pilot; and in Clause 16, that for gold, silver, 
jewellery, etc., undeclared. (But, see, note, p. 361.) 

As explained in Chapter XIII, the three purposes that a 
bill of lading serves arc, that it is — 

(i) A receipt given on bohaU o£ the shipowner for tlic goods 
flolivered to him for shipment by hLs vessel; 

(ii) The written evidence of the terms of the conlraet under which 
the shipowner agrees to carry the goods; 

(iii) The doctimenl of title which gives the holder or cndoiseo the 
right to claim the goods at their destination. 

The bill of lading is supposed to be issued by the master 
of the ship; but it is usually signed for him by someone else. 
As the document of title, it commonly states that the goods 
it represents are deliverable to the consignee or his assigns, 
if the consignee is named; if not, to, or to the assigns of, the 
consignor. This makes the bill of lading transferable by 
cndorsewenl. With It passes the title to the goods, and the 
power to sue in regard to them as well. A blank endorse- 
ment makes the document transferable by delivery merely; 
but when not drawn to order, it is not transferable at all. 
Though a bill of lading may be transferable, it is not negoti- 
able like a bill of exchange, because transfer of the fonner 
does not cause a valid title to pass to the transferee when the 
transferor’s title is defective. Transfer in good faith and for 
value does, however, deprive an unpaid seller of the right 
he has to stop the goods in transit when the buyer is insolvent. 

As a rule, each bill of lading consists of a set of three copies, 
all of which are exactly alike. The reason for this was given 
in Chapter XIII. Sometimes, however, only two copies are 
asked for by the shipper. In any case, each copy must bear 
a revenue stamp for sixpence. At the port of destination 
the goods are delivered up to the person that first surrenders 
one of the set; and, if the agent of the shipowner acts in good 
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lailh and witliout knowledge of condicting' claims, the slii)i- 
owncr is free from liability should it turn out that the person 
claiming has no right to the bill of lading or to the goods. 
When a second claimant appears, it is the duty of the ^lip- 
owner or his representative to interplead — to cause the two 
holdcTS to show in a court of law which has the prior right; 
that is, which of the two first became a transferee. 



CHAPTER XXVI 

MAEJNE AND OTHER INSURANCE 

I. Lloyd's and the Insurance Companies. (1) Lloyd’s is an 
incorporated association in London of underwriters, brokers, 
and others engaged in insurance business of all kinds. It took 
its name from an enterprising coffee-house keeper who moved 
from Tower Street to Lombard Street about 1692; and who, 
by collecting and publishing information about ships and 
shipping matters, made his premises the favourite renclezvous 
in those days of merchants, shipowners, and all persons whose 
interests lay on the sea. Many years later, a number of the 
frequenters of Lloyd's Coffee House, who carried on the 
business of marine insurance, formed themselves into the 
association already named, and established themselves in 
their present home at the Royal Exchange. In 1871 the 
association was incorporated by Act of Parliament. As a 
corporate institution, Lloyd’s keeps a regi.ster of British and 
foreign ships clas.sified according to their seaworthiness; 
whilst by means of agents aU over the world, it reports the 
movemenis of vessels in ports and at passing places, and 
posts in its rooms lists of those that are “ overdue ” and 
" missing." 

The business of insurance is not, however, conducted by 
the association as a body; but by members in their individual 
capacities. It is only by the undermiting members that 
insurance risks are actually borne, the name of " under- 
writers " having arisen from their subscribing their signatures, 
to the risks they agreed to take. Usually only a portion of a 
risk to be insured is subscribed by one member. Commonly, 
too, that portion is shared with him by several others for 
whom he subscribes as agent; and so a Lloyd’s policy may 
bear the names of a score or so of individual insurers. It is 
the work of the hroker^menAers of Lloyd’s to procure 
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business for the underwriters. A merchant, desiring to insure 
cargo valued at ;^10,000, for example, would approach a 
broker. The latter would write on a slip particulars of the 
risk — the ship, tlic voyage, the kind of goods, the number of 
packages, the value, and the rate suggested. This slip would 
be taken lay the broker to the underwriters’ room at Lloyd's, 
and an underwriter accepting part of the insurance would 
sign the slip, marking against his signature the amount he 
agreed to take for himself and for any other members for 
whom he had power to act. The broker would offer the slip 
to other underwriters for signature until lie had the whole 
of the amount accepted. He would then prepare the policy 
on Lloyd’s printed form; and, after having it completed with 
the signatures of the various members who had previously 
signed the slip, he would hand the policy to the merchant in 
return for the " premium,” as the charge payable by the 
assured is called. 

(2) The Insurance Companies are joint-stock bodies incor- 
porated under the Companies Acts (or, in the cases of a 
few of the older offices, by Royal Charter) in the manner 
explained in Chapter XXVII. Some of the companies con- 
fine their attention to marine in.surance; but others are 
engaged in insurance business of many kinds. Any of the 
larger companies would usually undertake itself the whole 
of a marine risk offered, and would itself isssue a jiolicy for 
the whole amount. Sometimes, however, the company 
would re-insure a part cither with another office or with 
underwriters at Lloyd’s. Until the policy was prepared, a 
ctmer note might or might not be issued. Application for the 
insurance could be made direct to one of the company's 
offices; or the risk could be placed through a broker or an 
agent, who would be allowed a commission on the premium. 

2 . Marine Insurance Policies. (1) Form of the Policy. 
On pages 368 to 371 will be found the text of Lloyd’s marine 
insurance policy, together with the rules of interpretation 
that are appended to this form of policy in the Marine 
Insurance Act, 1906. On pages 373 to 375 is given for 
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LLOYD’S S.G. POLICY. 

BE IT KNOWN THAT A B as well in his own name 
as l 5 i- and in the name and names of all and every other person m 
persons to whom the same doth, may, or shall appertain, in part oi 
m all doth make a.ssuranco and cause himself and them, and 
every of them, to b? insured lost or not lost, at and from / ondon 
vifi UtmllmnipUm lo Cafie Town Up<in a.ny kind of goods and mer- 
chandises (and also uixm the body, tackle, apparel, ordnance, munition, 
artillery, l»at. and other fumitnrc), of and in the good ship or 
vessel called the Durham Castle, S., whercoE is master under 
God, for this present voyage, ... or whosoever else shall go for 
master in the said ship, or by whatsocvci other name or names the 
s,iul ship, 01 the maslor thereof, is or shall be named or called ; 
beginning the adventure upon the saul goods and merchandisc.s from 
the loading thereof aboard the said ship as above, 

(upon the said ship, etc.) 

and so shall conlimic and endure (during her abode there, upon the 
said ship, etc. And fuithor), until the said (ship, with all her ordnance, 
tackle, apparel, etc., and) goods and murchandises whatsoever shall 
be arrived at as above (upon the said ship, etc., until she hath 
moored at anchor twenty-four hours in good safety;) and upon the 
goods and mercliandises, until the same bo there discharged and 
safely landed. And it shall be lawful lor the said ship, etc., in this 
voyage to proceed and sail to and touch and stay at any ports or 
places whatsoever wilhin the limits of the above voyage, for necessary 
provisions, assistance or repairs, without prejudice to this insurance. 
The said (ship, etc.,) goods and merchandises, etc., for so much as 
concerns the assured by agreement between the assured and assurers 
in this policy, arc and shall be valued at Five hundred and, seventy 
pounds OH six bales Cotton Piece Goods as specification attached, 

TouciUNG the adventures and perils which wo the assurers are 
contented to bear and do take upon us in this voyage: they are of 
the seas, men of war, fire, enemies, pirates, rovers, thieves, jettisons-, 
letters of mart and countermart, surprisals, takings at sea, arrests, 
restraints, and detainments of all kings, princes, and people of what 
nation, condition, or quality soever, barratry of the master and 
mariners, and of all other perils, losses, and misfortunes, that have 
or shall come to the hurt, detriment, or damage of the said goods 
and merchandises (and ship, etc.), or any part thereof. [S«« and 
labour clause.] And in case of any loss or misfortune it shall be 
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Uwtul to the as-iiired. theii liictors, servants ami assigns, to sm-, 
labour, and travel lor, in and about the deleiice, Halegiiaid, and 
reeuvei V ol the said goods and mi'i ohandi.ses, and shi]), etc., oi any 
part thereol. witliout prejiidieo to this insurance; to the ehirges 
whoiuol -we, the assurers, will contribute each one according to the 
Kite and quantity ol his sum herein assured. Hl'aivey clinise,} 
And it IS especially declaied and agreed that no acts ot the uisiiier 
or insured in recovering, saving, or preserving the propel ly insuied 
shall be considered as a waiver, or acceptance of abandonmenl. 
And it IS agreed by us', the insurers, that this ivriting or policy of 
assurance shall be of as much force and cITect as the surest writing 
Ol policy ol assurance heretofore made in Lombard Street, oi in the 
Royal Exchange, or elsewhere in laindon. And so we, the as.siirerH, 
arc contented, and do hereby promise and bind ourselves, each one 
for his own part, our heirs, executors, and goods, to the as.sured, 
their e.xoeutors, administrators, and assigns, for the true performance 
of the premises, confessing ourselves paid the consideration due unto 
us for this assurance by the assured, at and after the rale of Seven 
sInUhtgs and sixpence per cent. 

In Witness whereof we, the assurers, have subscribed our names 
and sums assured in I.ondoii. 

Memorandum, — N,B. — Cirn, fish, salt, fruit, flour, and seed are 
warranted free from average, unless general, or the ship be stranded 
— sugar, tobacco, hemp, flax, hides and skins are warranted Iree 
from average, under five pounds per cent., and all other goods, also 
the ship and freight, are warranted free from average, iinder three 
pounds per cent, unless general, or the ship be stranded. 


Rules for the Construction of the Policy. 

1. Last or Not Last. — Where the subject-matter is insured " lost or 
not lost,” and the loss has occurred before the contract is concluded, 
the risk attaches unles,s, at such time, the assured was aware ol the 
loss, and the insurer was not. 

2. From. — Where the subject-matter is insured " from " a par- 
ticulni- place, the risk does not attach until the ship starts on the 
voyage insured. 
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3. A I and From: (a) SAi/).— Where a ship is insured "at and 
fiom ” a particular place, and she is at that place in good safety when 
the contract is concluded, the risk attaches immediately. 

(6) II she bo not at that place when the contract is concluded the 
risk attaches as soon as she arrives there in good safety, and^unless 
the policy otherwise provides, it is immaterial that she is covered 
by anotlier policy tor a specified time after arrival. 

(c) Freight. — Where chartered freight is insured " at and from " a 
particuliu- place, and the ship is at that place in good safety when the 
contract is concluded the risk attaches immediately. If she be not 
there when the contract is concluded, the risk attaches as soon as 
.she arrives thoic in good safety. 

(d) Where freight, other than chartered freight, is payable with- 
out special conditions and is insured " at and from ” a particular 
place, the risk attaches pro rata as the goods or merchandise are 
shipped; provided that if there be cargo in readiness which belongs 
to the shipowner, or which some other person has contracted with 
him to ship, the risk attaches as soon as the .ship is ready to receive 
such cargo. 

4. From the Loading thereof — Where goods or other moveables are 
insured " from the loading thcreot," the risk does not attach until 
such goods or moveables are actually on board, and the insurer is not 
liable for them while in transit from the shore to the ship. 

5. .Safely Landed. — Whore the risk on goods or other moveables 
continue.s until they are “ safely landed," they must be landed in 
the customary manner and within a reasonable time after arrival 
at the port of discharge, and if they are not so landed the risk ceases. 

6. Touch and Stay. — In the absence of any further licence or usage, 
the liberty to touch and stay " at any port or place whatsoever " 
does not authorize the ship to depart from the course of her voyage- 
from the port of departure to the port of destination. 

7. Perils of the Seas. — The term " perils of the seas ” refers only 
to fortuitous accidents or casualties of the seas. It does not include 
the ordinary action of the winds and waves. 

8. Pirates. — ^The term " pirates " includes passengers who mjitiny 
and rioters who attack the ship from the shore. 
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9 Thieves. —The term " thieves " does not cover clandestine thelt 
oi a theft committed by any one of the ship’s company, whether crew 
or passengers, 

10. Restraint oj Princes . — The term " arrests, etc., of kings, princes, 
and people," refers to political or executive acts, and does not include 
a loss caused by riot or by ordinary judicial process. 

11. Barratry . — The term "barratry" includes every wrongful act 
wilfully committed by the master or crew to the prejudice of the 
owner, or, as the case may be, the charterer, 

12. All other Perils . — ^The term " all other perils " includes only 
perils similar in kind to the perils specifically mentioned in the policy. 

13. Average unless General . — The term "average unless general," 
means a partial loss of the subject-matter insured other than a general 
average loss, and docs not include " particular charges." 

14. Stranded . — ^Whore the ship has stranded, the insurer is liable 
for the excepted losses, although the loss is not attributable to the 
stranding, provided that when the stranding takes place the risk has 
attached and, if the policy be on goods, that the damaged goods arc 
on board. 


15. The term " ship " includes the hall, materials, and 
outfit, stores and provisions for the officers and crew, and, in the 
case of vessels engaged in a special trade, the ordinary fittings 
requisite for the trade, and also, in the case of a steamship, the 
machinery, boilers, and coals and engine stores if owned by the 
assured. 

16. Freight . — ^The term " freight " includes the profit derivable by 
a shipowner from the eniplo 3 rment of his ship to carry his own goods 
or moveables, as well as freight payable by a third party, but does 
not include passage money. 

17. Goods , — ^The term " goods " means goods in the nature of 
merchandise, and does not include personal effects or provisions and 
stores for use on board. 

In the absence of any usage to the contrary, deck cargo and living 
aniipals must bs insured specifically, and not under the general 
denomination of goods. 
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compari‘<nii ;i rojiy of a company's policy. The latter form is 
intended only for “ any kind of goods and mcrcliandise and 
freight but Lloyd’s fonn is so worded as to cover the ship 
alone, or goods alone, or freight alone, or all or any two of 
these' together. The portions that apply only to the ship, 
and that arc not required in an insurance for goods Slone, 
have been placed within brackets in the specimen form here 
given; and the method of filling in the blanks of the printed 
form is shown here in italics. 

Tlie present form of Lloyd’s policy, except for two slight 
alterations, dates back to 1779; but much of the phraseology 
is older, and though strikingly antiquated now, it is retained 
because almost every word has been before the Courts. 
The legal effect of every part of the policy is fixed and under- 
stood; and for that reason this form is used with little altera- 
tion by the companies for their policies also. Extra clauses 
may be added by writing them in, by printing or stamping 
them on the margin, or by affixing a slip containing the 
added clause or clauses. Examples will be found in the 
Royal Insurance Company’s form that follows. If a clause 
so added is not to be retained, it may be deleted and the 
deletion initialed; but every clause that remains added 
overrides any part of the body of the policy with which it 
would otherwise be in conflict. 

(2) Kinds of Policies. Where the policy insures the subject- 
matter at and from or from one place to another, or others, 
it is called a voyage policy. If the insurance is to last for a 
period named by reference to certain days or months, the 
policy is a time policy. A time policy may not be made for 
more than twdve months; but a twelve months' policy 
insuring a ship may contain a “ continuation clause,” which’ 
is in effect an additional insurance, not to exceed thirty days, 
for the remainder of the voyage that may be incomplete 
when the twelve months expire. Insurance for a voyage 
and for a period of time before or after may be included in 
the one policy. A policy that names an agreed value^ for 
the thing insured is said to be valued; and unvalued if it does 
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not. In tlie latter case, if it is goods that arc insured, the 
value IS to be taken as their cost with shipping and insurance 
charges added. This, it will be noticed, does not cover the 
prospective profit of the exporter, though in taking out a 
valued policy it is his custom to include a margin for profit. 
An open or lloating policy is a form of unvalued policy taken 
out for a round .sum, and the .shipments made under the 
policy by various vessels are declared afterwards as they 
occur. In such case, it is customary to agree that the values 
to be declared shall be the invoice costs and charges with 
the addition of 10 per cent, for profit. The chief require- 
ments for the stamping of policies are mentioned in 
Chapter XIIT, Section 6. When a voyage policy covers a 
period of time exceeding thirty days in addition to the actual 
voyage, the policy must be stamped for both voyage and 
time; and the continuation clause in a twelve months’ policy 
increases by sixpence the value of the stamp required. The 
stamps should be impressed before the policies are executed. 

(3) What the Policy Insures. A policy of sea insurance 
is used to cover loss of or damage to a ship or its cargo, or 
loss of freight, or liability to a third party, if the loss, or 
damage, or liability arises out of a marine adventure. It may 
also extend to cover losses on land or inland waters if these 
losses are incidental to the voyage, as \yhen under a “ ware- 
house to warehouse clause " the policy keeps the goods 
insured from their leaving the consignor’s premises until 
they reach those of the consignee. The shipper of goods 
should see that his policy covers, if possible, everything 
from which the shipowner is exempted at common law or 
by Act of Parliament, or by the special conditions inserted 
in his bill of lading. The policy should, therefore, include 
those risks such as perils of the sea, fire, pirates, thieves, 
jettison, and barratry, all of which are mentioned in the pre- 
vious chapter in dealing with carriage by sea, and all of which 
appear as exemptions in the specimen bill of lading shown 
on pages 360 to 362. Enemies, “ letters of mart and coupter 
mart, surprisals, takings at ^a, arrests, restraints and 
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detainments of all kings, princes and people of what nation 
and quality soever " refer to war risks, which arc commonly 
excluded from the policy by the F.C. & S. (free of capture 
and seizure) clause, as added in the margin of the Royal 
policy on pages 373 to 375. Should the policy be intended 
to include war risks, this warranty would be deleted. 

3. The Marine Insurance Act, 1906, is a codification in 
some ninety short sections of tlie rules of English law 
governing marine insurance. Some of the rules have been 
stated above; others are as follow — 

(1) r/ifi Slip and the Policy. No contract of marine insur- 
ance is valid unless it is expressed in a written policy duly 
stamped; but when once the policy has been issued, refer- 
ence may be made to the “ slip,” or to the provisional cover 
note, to establish the dale of commencement of the insur- 
ance, or for evidence on other points. The interest in a 
policy of insurance may be assigned, that is, transferred to 
another person, by enclorsement of the policy. 

(2) Insurable Interest. Unless the person taking out 
insurance has a bona fide interest in the thing insured, the 
policy is a gambling contract and void on that account. 
The taking out of such a policy is an offence punishable by 
six months' imprisonment or a fine of £100. A person has 
an insurable interest in property if he stands to benefit by 
its safety or preservation, or to suffer by its loss, damage, 
or delay. Such an interest is insurable, though it be only 
partial or contingent. It includes a shipper's interest in 
freight he has paid, a shipowner’s or charterer’s interest in 
freight to be collected on delivery, as well as their interests 
in the ship and the cargo. P.P.I. or “ policy proof of 
interest ” is the common name for a wagering contract of 
marine insurance; but such a policy is sometimes issued 
where the assured is unable to estimate the e.xtent of his 
interest and the insurer agrees to dispense with the evidence 
ordinarily required to substantiate a claim. 

(3) Full Disclosure. A policy of insurance is void also if 
either party to it does not act with the utmost good faith 
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in the making of .it. Every circumstance that is known or 
ought to be known to the proposer must be disclosed by him, 
or bv the person acting for him, if the circumstance is such 
ns would influence the insurer in deciding to undertake or 
to refuse the risk. Circumstances that the insurer ought to 
know need not, however, be communicated to him. Further, 
every representation made by or for the proposer, if it 
influences the insurer, must be true. This rule is common 
to all insurances, and is much more stnngent than what is 
required of the parties to an ordinary contract, such as one 
for services or for the sale of goods. 

(4) Warranties. In a policy of insurance, a warranty has 
the force that a condition has in an ordinary contract; so 
that the breaking of a wananty given by the assured dis- 
charges the insurer from liabiUty as from the date on which 
the breach occurs. A warranty may be either expressed in 
the policy or implied from the circumstances of the case. 
In marine insurances, there are the three implied warranties 
referred to already under the Law of Freight, namely, («) 
that the vessel must be seaworthy at the commencement of 
the voyage and fit to carry the goods insured; (6) that the 
voyage shall be commenced within a reasonable time and 
prosecuted with reasonable despatch; (c) that the voyage 
shall not be changed, nor the vessel deviate from her course. 

(5) Payment of ihe Premium. The insurer is not obliged 
to i^uc the policy before the premium is paid, unless there 
is some understanding to the contrary. If the insurance 
is effected through a broker, the broker may retain the policy 
until he receives the premium; but he is himself responsible 
to the insurer for its payment. An acknowledgment in the 
policy of the receipt of the premium is conclusive as between 
insurer and assured. As regards claims, the insurer is directly 
responsible to the assured for the amount of any loss, or for 
any return of premium that can be insisted upon. In certain 
circumstances, where it turns out that there has never been 
any actual risk for the insurer to bear in respect of the thing 
assured or of any part of it. a return of premium is compulsory. 
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4 . Marine Losses. Below are some of the' more important 
of the provisions of the Marine Insurance Act regarding 
losses — 

(1) Proximate Cause. The insurer is liable for any loss, 
if the proximate or immediate cause is a peril of the sea or 
otherTisk insured against under the policy. But the ordinary 
policy does not make him liable for the consequences of wilful 
misconduct on the part of the assured; nor for delay even 
when it is a direct result of one of the perils that the policy 
covers. Nor does his liability extend to ordinary wear and 
tear or leakage and breakage, to the inherent vice or nature 
of the thing insured, to loss directly caused by rats or vermin, 
or to injury to machinery not due to perils of the sea. The 
parties to the insurance may, however, include any of these 
ri-sks in the policy if they so agree. 

(2) Total Loss. A loss may be partial or total. A total 
loss, again, may be an actual total loss or a constructive total 
loss. AcHtal total loss occurs when the thing insured is 
destroyed; or if its nature is so changed that it ceases to be a 
thing of the kind insured, as when sugar, for e.xample, has 
been dissolved by sea water; or if the assured is irretrievably 
deprived of its possession or benefit, as when his ship or 
goods have fallen into the hands of pirates or enemies. 
Constrmlive total loss occurs when the thing insured is reason- 
ably abandoned because its actual loss appears to bo unavoid- 
able, or because the expenditure necessary to recover it or 
to preserve it would exceed what would then be the value 
of the thing. For exam]ile, repairs to a damaged .ship might 
make the cost of the repaired ship more than its worth; 
or the reconditioning or forwarding of damaged goods entail 
an outlay greater than the price the goods would sell for at 
their destination. In such a case, the assured may treat the 
loss as a partial loss, or he may, by giving notice to that 
effect, abandon to the insurer his interest and rights in the 
thing insured, and then treat the loss as if it were a total loss. 
The insurer, however, is not bound to accept the notice, or 
to ac'quiesce in the abandonment, until it is decided whether 
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the assured is justified in viewing what has happened as a 
conslruetive total loss, or not. 

(3) Cjcncral Average. In maritime matters this word 
“ a'(?cragc ” has an older meaning than the one ordinarily 
given to it in modem use. The term seems to have signified 
'at first loss or damage sustained by property at sea; and 
tlieii to have been applied to the contribution required 
tdl round, in order to make good such loss to the sufferer in 
certain circumstances. The name is used in connection with 
two kinds of losses at sea, namely, general average and par- 
ticular average. Both of these come under the head of 
partial loss, because in neither case does the loss fall as a 
total loss on the person whose property suffers. A general 
average loss is one that results directly from a general average 
act, that is, from any action out of the ordinary course, 
voluntarily and reasonably taken by the master of a ship 
in time of peril for the common safety of ship and cargo. 
The act may be a general average sacrifice or a general 
average expenditure, the former referring to a sacrifice of 
part of the ship or to a sacrifice of cargo; the latter to 
expenses incurred, the object in each case being the pre- 
servation of the whole, or as much as possible of the whole, 
of the property in common danger. The party, whether 
shipowner, cargo-owner, or charterer, whose ship or goods 
or freight-charges arc sacrificed, or on whom the expenditure 
falls, is entitled to receive, from each of the other parties 
wliosti property is preserved, a contribution towards the loss, 
in-oportionatc to the interest the contributor had at stake. 
This practice has come down into modern maritime affairs 
from a custom established amongst the sea-faring peoples of 
the Mediterranean between two and three thousand years ago.- 
In the maritime laws of the nations of to-day, the liability 
to general average contribution is a condition that always 
underlies the contract for carriage of goods by sea. If the 
ship, or the goods shipped, were not insured, the owner would 
have to bear his share of the contribution himself. But 
when a party interested has insured his property, he ’can 
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recover the amount of his contribution from tlic insurer, 
unless the policy he has taken out is " free of general 
average.” 

The adjustment of general average should be made at the 
port of destination, or at the port where the voyage has been 
prematurely broken up. The responsibility for making the 
adjustment devolves on the shipowner, who places the work 
in the hands of a skilled average stater. The rules of English 
law with respect to general average differ from those of the 
laws of other countries. For that reason, it is usual to settle 
beforehand, by stipulation in the contracts of affreightment 
and of insurance, how a general average loss is to be dealt 
with, should one occur. The biU of lading at page 360, and 
the insurance policy at page 374, both name in this connec- 
tion the York- Antwerp Rules. These are a set of rules 
formulated as the result of three different conferences of 
international delegates, the first held at York in 1864, 
the next at Antwerp in 1877, and the last at Liverpool in 
1890. The following are c-xamples of losses that may be 
allowed as general average if they are incurred in the 
circumstances named in the definition of the term — 

(a) General Average Sacrifice . — Jettison of cargo stowed below deck, 
jettison at ship’s stores or tackle; damage caused to engines in trying 
to refloat the sliip when stranded; damage by water used to extinguish 
lire, if the goods so damaged have not themselves been afire; lo.ss of 
freight consequent on a general average act. 

(b) General Average Expenditure . — Cost of repairs necessary to avei t 
the common peril; charges incurri^ in towage to, and for entering, a 
port of refuge, and of unloading if that is necessary for the common 
safety; charges incurred in transferring cargo to lighters in order to 
lighten and refloat the vessel that is in danger. 

(4) Particular Average. A particular average loss is 
defined as a partial loss wliich is not a general average loss, 
and which has been caused by a peril insured against. Here 
the loss falls wholly on the person whose property or interest 
suffers; but he claims for the amount under his insurance 
poliejr. The object of percentages being named in the 
“ Memorandum " to Lloyd's policy is to relieve the 

11 -(1737*) 
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underwriters from*the liability for, and the trouble of dealing 
with, large numbers of small claims for damage of inconsider- 
able extent. In a large shipment, however, 3 per cent, of the 
total* value would amount to no insignificant sum, the loss 
of whicli the shipper would, by the terms of the memorandum, 
be precluded from claiming under his policy. It has, there- 
fore, become a general practice to insert in the policy a 
stipulation such as average to be payable " on each package 
separately"; or, " on each ten bags, running landing numbers.” 
The effect of the Memorandum is frequently modified, also, 
by the insertion in the policy of the F.P.A. Clause, as con- 
tained in the first three warranties on the margin of the 
Royal policy reproduced in this chapter. 

(5) Claims for Losses made on the underwriters or insuring 
companies should be substantiated by the policy, the bill of 
lading, and a survey report. The last named is issued by a 
surveyor of damaged cargo at the port of discharge to certify 
the extent of the damage sustained. The damage is esti- 
mated as the difference between the value of the damaged 
goods and what would have been their value if they had 
been delivered sound. This difference is expressed as a 
percentage of the sound value, and the insurer is liable for 
the same percentage of whatever value was agreed to in the 
policy, or was declared against the policy afterwards. 

When aid is rendered voluntarily and successfully to a 
vessel in distress, the salvor or pei-son rendering the aid is 
entitled to a reward for his services, and these salvage charges 
can be claimed for under the policy as part of a loss insured. 
The cost of services for salvage or for other purposes, rendered 
under contract instead of voluntary, may also be recovered 
according to circumstances, either as part of a general average 
expenditure, or as particular charges payable over and above 
the amount of a claim for particular average or total loss. 
A reference to particular charges will be found in the " sue 
and labour clause ” of the policy. Damage made good may 
be followed by a total loss of the same merchandise, and 
claim may be made against the insurer both for the cost of 
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making the damage good and for the total toss, even though 
the iimoimt of the double claim exceeds the sum insured. 
By the doctrine of subrogation, the insurer, when he pays a 
claim, succeeds to any rights or interest the assured may 
htill have in the properly, in so far as the value of these 
rights’ and interest arc included in the claim paid. 

5 . Fire Insurance. Here may be explained, perliaps more 
simply tljan elsewhere, the principle that underlies insurance 
in all its forms. 

(1) The Principle of Insurance. Let us take for illustra- 
tion the stocks and fixtures of some two hundred shopkeepers. 
In the ordinary course of events it would be extremely 
improbable that the misfortune of fire should overtake many 
of them in any limited period of time. Yet, each of the shop- 
keepers would be continually running the risk that sooner or 
later it would come his turn — not necessarily to have his 
trading property entirely destroyed, but to suffer loss to 
some extent. Now, if each of the two hundred liad £1,000 
at risk, and if each agreed to pay 4s per cent, per annum to 
a common fund, this fund would accumulate at the rate of 
£400 a year. Every one of the traders could then view his 
risk with comparatively ea.sy mind, so long as not more than 
one .shop was burned out every two and a half years, And, 
if sonic of the fires that took place caused only partial loss, 
tlic intervals might be much shorter without there being 
need for serious perturbation. No matter which of tlie siiop- 
keepers happened to suffer at any time, there would always 
be enough money in the common fund to make good to him 
his loss. 

Let the traders now be greatly increa.sed in number. Let 
a permanent secretary be appointed for the sake of efficient 
management, a committee for supervision, and we have in 
working order a fire insurance office. All insurance offices 
are not managed on the multial lines just sketched. Many 
are proprietary offices run by companies for profit, and paying 
dividends to shareholders. But that docs not alter the 
principle of a common fund to which all policy-holders pay. 
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and Irom whicli*cach one’s loss is made good as it occurs. 
Iiicidontally it may be pointed out that the two hundred 
shops might all be in the same ownership, as is common 
enough these days; or they might have their places taken by 
the buildings and contents of two hundred railway stations 
belonging to one railway company. Then it would ’’begin 
to look as if the owners could safely act as their own insurers; 
for they could si't aside yearly for each place the equivalent 
of the premium on a fire policy, and could put out at interest 
under their own control the fund so created. 

(2) The Fire Policy. On page 385 is shown the form in 
general use for a fire policy; and on the following page ti 
rhumi of the conditions incorporated in the contract, and 
usually printed on the back of the policy. Some of these 
conditions may be modified, as when goods of a kind named 
in Clause 3 are specially held covered. It should be noticed 
that goois, other than his oim, in the policy-holder’s possession 
are not covered by the policy except by special agreement. 
The full disclosure and truthful representation necessary 
in all insurances are referred to in Clause 1 . By Clause 6 
it is required that notice of any loss be given forthwith, 
Clause 8 is important as reserving to the insuring company 
the right to reimtate the property destroyed or damaged, 
instead of paying the amount of the loss. Insurance is a 
contract of indemnity, which means that the insured is simply 
to be compensated for loss. On this point, fire insurance 
differs from marine insurance in the application of the stricter 
rule that, («) it does not recognize loss of profit through 
destruction of the property insured, and (6) does not take the 
sum named in the policy as the agreed value of that property. 
If goods insured against fire are worth £3,000 only and arfe 
totally destroyed, the policy-holder cannot claim for more 
than £3,000, on the ground that he had the goods insured 
for £5,000 and had been paying premiums on that amount. 
And, by Clause 10, it makes no difference whether the £5,000 
is insured all in one office or in several. Again, a policy may 
state that the insurance is “ subject to average.” If it 'does. 
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SUN INSURANCE OFFICE. 

Founded 1710. 

No. Sum Insured £ 

First Premium £ Re.newai. Premium £ 

Froyt Dub 

Chief Oflicc : 63 Threadneedle Street, London, E.C.2. 

THIS POLICY OF INSUUANCE WITNICSSliTII 

that 

hciciiialtcr called the rnsmcd, fuivinj? paid to llu- SUN STSURANCE 
OFFICE {iieremafter called the Company) the sum of 


fur insuring against luss ui daiiiagu by J'Tuu, as licieiauMer immtiuncil 
tlie iJroporty hereiiialtei desciibed, in the several sinus lollowing, 
namely— 

j 


The Company Hereby Agrees with the Insured (but subject to the 
Conditions endorsed hereon, which ate to be taken as part of this 
policy) that if the Property herein described, or any pait tlieicof, shall 

DO de.stroyed or damaged by Fire at any time between the 

day of and Four o’clock ui the afteinoon of tho 

day of 01 at any time alterwards, so long as the Insured 

or lioprcsontativos in interest shall pay to the Company, 

and it shall accept, the sum required for the lencwal of this Policy, 
on or befoie the day of m that and each suc- 

ceeding year, the Company will, out ol its Capital, Stock, Funds, and 
Property pay or make goixl to the fiismod llie value, at the time ol 
the happening of sucli tire, ol the Properly .so destroyed, or the 
amount of such damage, to an amount not exceeding in respect ol the 
several matters herein specified the sum set opposite theieto respec- 
tively, not exceeding in the whole the sum ol pounds. 


■ Provided that the Capital, Stock, Funds, and Property of the 
Company shall alone be answerable in respect of any claim made under 
this Policy and that the only liability of the Shareholders shall be to 
contribute to tho funds of the Company the amounts unpaid on the 
shares held by them respectively. 


In Witness Whereof I {being one of the Directors of the said 
Company) have hereunto set my hand and seal this day of 
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but only if it does, a slip with the following clause will be 
altiirhed and will :i])plv — 

Average, — Wlicnovei n sum insiiieil is lUs-iaitsl tii be subjl'Cl to 
avunitfu, if the pi'opeiiy coveiecl lliercljy shall at the breaking out 
(if any Ihe be eolleei ively of greatei value than such hum insuietl, 
then*the a.ssuretl shall be consnlereil as being his own insuier tor the 
iliftereneu anil shall bear a rateable share ol the loss accordingly. 

In sncli a case, if a person held a policy for ;f6,000, but liail 
goods worth £8,000 on wliiclt he suflerccl a loss of £5,000, he 
would not be tible to prove a claim for more than £3,750, 
that is, five-eighths of the sum insured. It is worth noticing 
here tliat. unless a lease makes other provision, the tenant is 
still liable for rent, although the premises leased liavc become 
untenantable by reason of a fire. Either landlord or tenant 
may, however, insure the risk of loss of rent at the rate applic- 
able to the buildings. Every policy of fire insurance must 
bear a sixpenny stamp. 

(3) Fire Office Methods. The most important of the fire 
offices are associated for the purpose of following a common 
policy in the fixing and revising of rates, according to their 
combined experience in the matter of claims; and no associ- 
ated office may undertake risks at less than the rates in the 
tariff agreed upon. Special sets of warranties are frequently 
made to apply to particular trades or to particular areas, 
the warranties being printed on a slip and attached to the 
policy when necessary. If the assured's premises consist of 
several buildings adjoining each other but structurally 
separate, the insuring company will require the value of the 
contents of each to be declared separately. Before a risk 
of any magnitude is accepted, the office will usually send its 
surveyor to inspect the premises; but, if the same risk is 
divided with other tariff offices, the survey of the leading 
office will suffice for all. Allowance from the premium is 
made in respect of fire-extinguishing appliances of various 
kinds. The premiums on fire policies usuaUy fall due annually 
on one of the quarter days; and if a premium is not paid 
within fifteen days thereafter, the policy automatically 
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expires. If required, policies for shorter periods may be 
obtained. These are useful, for example, to insure mer- 
chandise lying in dock or railway warehouses awaiting an 
opportunity for sale. 

6. Workmen’s Compensation Act, 1906. By this ,Act, 
as now amended by the Workmen’s Compensation Act, 1923, 
every employer is liable to pay compensation for personal 
injury to any of his workmen — 

(1) If the accident arises out of or in the course of the workman's 
employment; and 

(2) if the workman is prevented by the injury from eaiming his full 
wages for at least a week; 

(3) Provided the injury was not caused by serious and wilful mis- 
conduct on. the workman’s part; or, whether or not, if it results m 
death or permanent disablement. 

" Worltman ” here means {a) any person, male or female, 
employed in manual labour; [b) any person employed other- 
wise for less than £350 a year. The provisions of the Act 
extend to industrial diseases, that is, such as are due to the 
nature of the employment. Notice of injury should be 
given as soon as practicable and before the workman has 
voluntarily left the same employment, and claim for com- 
pensation should be made within six months of the accident 
or of death. 

The scale of compensation as fixed by tlie Act is as follows — 

(1) For Death. — («) If the workman has left any person wholly 
dependent on him, the equivalent of three years’ wages, or £200, 
whichever is the greater, but not more than £600; the payment to be 
made into the County Court for disposal. In cases of partial 
dependency, the sum may be less. (6) Where there is no dependent, 
the expenses of medical attendance and burial; but not more titan £15. 

(2) For Incapacity. — Up to 50 per cent, of the workman’s average 
weekly earnings during the previous twelve months; but' not more 
than 30s. a week. 

Employers insure against this liability. The insurance 
office requires a return of the wages paid during the past 
year. Taking that return as a basis for the next twelve 
months, it charges in advance, on this total, a premium at 
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a rate per cent, varying with tlie {greater or less dangerous 
nature of the employees’ dulies. 11 a1 the end of any year 
the total of wages paid is found to be more than the tmsis, 
a corresponding additional charge will be made; if Ic.ss, part 
of the premium already paid will be refunded. 

7. Insurances of Other Kinds. Business houses also insure 
where advisable against accidenlx to third parties, that is, to 
persons other tlian employees. Such accidents may happen 
in connection witli lifts or motor vans. Personal injury to 
a stranger, damage to his or another’s property, and damage 
to the insured’s own van or wagon, or perhaps injury to his 
horses, can all be included in one policy. Retail establish- 
ments find it necessary to insure their plate-glass windows 
and fittings; and works commonly cover the risk of tlamage 
and injury by explosion of steam boilers. Frequently, too, 
the risk of loss through dishonesty of employees entrusted 
with money is insured under a fuleliiy guarantee policy. Then 
there are the National Health and Unemployment Insurances. 
These are Government .schemes for the sole benefit of the 
workers; but employers are required to contribute by paying 
part of the value of the stamps that must be affixed to the 
workers’ cards. Life insurance is usually a personal or 
family matter, and therefore outside the scope of a book 
on business. 



CHAPTER XXVII 

PARTNERSHIPS AND COMPANIES 

I. Of What Partnership Consists. Partnership is the relation 
that exists between persons carrying on business in common 
with a view of sharing profits. In sucli words is the term 
defined by the Partnership Act of 1890, which Act contains 
the body of the law bearing on this subject. When a busi- 
ness belongs to a single owner, he is said to be a sole trader. 
If two or more persons associate as joint-owners of a busi- 
ness, such association is either a partnership or a joint-stock 
company. The formation and the legal status of a company 
will be dealt with presently. As for a partnership, or a 
“firm " as it is more frequently termed, its existence begins 
simply by agreement between the persons who become its 
members. But, in ordinary trading concerns, a partnership 
may not include more than twenty members, and in banking 
business not more than ten. 

For persons to be partners, it is necessary that the purpose 
for which they associate shall be the carrying on of some 
kind of business; also that the making of profit shall be in 
contemplation. The fact that two or more individuals 
happen to be joint-owners of a steam yacht will not, in the 
eyes of the law, constitute them partners, unless they 
together use the yacht for trading, and with the object of 
making gain thereby. If they used it, for example, to carry 
goods or passengers for hire, then they would b,? partners; 
but such they would not be, if the yacht served merely as 
a means of pleasure-seeking for themselves and friends. 
Several persons may be joint-owners of houses, or of stocks 
and shares, or of other property, without their relation to 
each other being that of partnersliip. Not even the receipt 
of a share of the ' profit of a business will make the recipient 
a partner, if it is clear that he has no say in the business 
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mauageinc-nt. Nor doL"^ the dolinilion ofpaitnersliip cover 
the kind of ;\‘^sol•iLlti(m commonlv culled :i club. 

By tlie Registration of Business Names Act, 1916, every 
firm and every individual, carrying on business in the United 
Kingdom in other than the true surnames (or full names) of 
the proprietors, must register certain particulars about llie 
business and the proprietors, and must show their true names 
on the business statioiu-ry. 

2 . The Partnership Agreement. The agreement that forms 
the basis of a ]>artnershii> may be written, or it maj' be oral 
only; or again it may be merely implied from the conduct 
of llie jjarties. To prevent causes of dispute arising after- 
wards, pai'tnors would be wise if they came to exact terms 
at the beginning of the partnership, and if they had the 
terms embodied in fomal Articles of Partnership drawn up 
by a .solicitor. Some of the leims that such an agreement 
should contain would be as follow — 

(1) How long tlic partnersliip is to la.st and liow it may be ended, 

(2) What contribution each partner must make to tlie capital of 
the film. 

(fi) l-Iow and when the profits or the losses are to be divided. 

(4) What things a partner may not do without the consent of ilia 
co-partnora. 

(5) How matter.s in dispute are to be settlesl. 

(9) How a partner’s share in the business is to be dealt with on liU 
letireiiieiit or decease. 

(7) What restraint from setting up in competition shall be placed 
on a retiring partner. 

Below are a few rules from ihe Partnership Ad that are 
to apply to tpiestions about which the ]):irtners themselves 
haw not made any agreement — 

(1) Capital, profits and losses are to be .sharcil equally. 

(2) No salaries are to be paid to partners, and no interest is to be 
' allowed on*their capital accounts; but a partner is entitled to interest 

at 5 per cent, per annum on any advance he has made beyond his 
agreed share ol capital. 

(3) Every partner has the right to take part in the management 
of the firm’s business. 

(4) No new partner may be brought in without the consent of ail 
existing partners. 

(3) In disputes on any ordinary business matter, the will of the 
majority shall prevail; but, without the consent of all, no change shall 
be made in the nature of the business carried on. 
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3, Changes in a Partnership. If a partnership is entered 
into for a fixed term, or for a single adventure, dissolution 
of tte partnership follows automatically on the expiration 
of the term, or on the termination of the adventure. When 
entered into for an indefinite time, the partnership will be 
dissolved at the date named lor that event in the notfee of 
dissolution given by any of the partners. Unless provision 
has been made for its continuation the partnership comes 
to m end, also, on the death or bankruptcy of one of its 
members. In certain circumstances, and in consequence of 
application by one of the partners, the Court may issue a 
decree compelling dissolution. Where the partnership agree- 
ment does not provide for the surviving partners to continue 
the business, a retiring partner, or the representatives of a 
deceased partner, may insist on the business being wound 
up, the assets realized, the creditors paid off, and the surplus, 
if any, divided and paid to the partners in their due shares. 

Goodwill is the name given to the connection and reputa- 
tion of a business, when these are viewed as having a value 
that can be realized on sale of the business, or that can be 
taken into account on admission of a new partner, or on 
retirement of an old one. When a realization of assets takes 
place on dissolution, the goodwill, if any then exists, will be 
sold along with the other assets, and the proceeds of the 
whole shared amongst the partners. The purchaser of the 
goodwill takes the right to use the business name and its 
trade-marks. The seller, unless restrained by reasonable 
agreement, is at liberty to set up a rival business; but he can 
probably be stopped in actively attempting to recapture the 
connection he has sold. When a new partner comes in the 
question of the valuation of goodwill arises, because his' 
admission gives him a share in the benefit of the goodwill, 
as well as in the other assets of the business. Also, when a 
partner retires, he is entitled to have the value of his interest 
in the goodwill added to the share of other assets due to him. 

4. Partners and the Public. Every partner is an agent of 
the firm and of his co-partners for the purpose of partnership 
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business; and any act lie does, for carrying on in the usual 
way business of the kind carried on by the firm, binds the 
firm and the partners, unless he has, in fact, no authority 
to act for the firm in the particular matter, and the person 
with whom he is dealing either knows he has no authority, 
or dSes not know him to bo a partner. This, as set out in 
Section 5 of the Partnership Act, is the key to the relation 
between a partner and the public in connection with tlie 
firm’s birsincss, and between the public and the firm. Tlic 
partner is to be looked upon as an authorized agent of the 
firm in certain circumstances only, namely, when he is con- 
ducting in the usual way busimss of the hind earned, on by 
the firm. The conditions amount to this — lhat'a mcrcliant, 
who, on the order of a partner in a firm of booksellers, sup- 
plied 1,000 barrels of herrings to be charged to the firm, 
would be unable to make the firm pay, unless lie had 
obtained consent to the transaction from all the other 
partners. To take a less extreme example, the holder of a 
bill of exchange ostensibly accepted by a firm of solicitors 
or stockbrokers would not have an indisputable claim on 
the firm, but only on the partner individually who himself 
had given the acceptance. The reason is that the accepting 
of bills of exchange is no part of the ordinary Inisincss of 
solicitor or stockbroker, though it usually is part of the 
business of merchant, manufacturer, or trader. 

It has been stated elsewhere tlial, in signing bills or 
cheques, the usual signature of a firm is .simply the fiim-name 
written by one of the partners; but a deed executed for a 
firm must be signed by all tiie partners individually. 
Further, for some kinds of transactions, as negotiating for 
’ a lease or giving a guarantee, the authority of every partner 
in the firm is necessary in all cases. A partner may, as 
between himself and his fellow-partners, be prohibited from 
doing certain things in connection with the business of the 
firm; but, by the law of agency, this makes no difference to an 
outsider dealing with the firm through that partner, provided 
the outsider has no notice or knowledge of the prohibition. 
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A partner who takes no part in his firm’s dealings with the 
public, and little active part in the routine ot internal 
management, is termed a sleeping partner. If a man who is 
not a partner is allowed by the actual partners so to conduct 
himself as to lead other persons into the belief that he is a 
member of the Ann, the firm will be bound by his dedlings 
with these ]WSons. Similarly, a non-partner who represents 
himself, or permits the firm to represent him, as a partner 
is liable for debts so incurred by the firm. Such tacit 
recognition or express representation is spoken of as holding 
(ml tlic man to be a partner. For the reason named, a 
retiring partner should give public notice of his retirement, 
and direct notice to all persons with whom his firm has been 
accustomed to deal. The omission to give notice would 
cause persons selling on credit to the continuing partners 
to believe that they were still trusting the old firm, and 
would make the retired partner responsible for debts of the 
new firm. Notice of dissolution is, however, not necessary 
when a partner dies. 

If a change of personnel is made in a partnership, creditors 
of the old finn are not obliged to look to the new firm for 
payment, except in the case where they have expressly or 
impliedly agreed to do so. Nor, without agreement again, 
is a new partner liable for any of the old firm’s debts. It is 
the law, however, that one partner may be called upon him- 
self to pay any or all of such of his firm’s debts as were con- 
tracted while he was a partner; but, in England, his liability 
to do so is a joint liability with the other partners. This 
means that, if a creditor of the firm obtains judgment against 
one of the partners, the creditor cannot succeed in a second 
action brought for the same debt against another of the 
partners — ^not even when the aeditor has failed to get 
satisfaction by his former suit. Also, whenever a partner 
has been made to pay a debt ot his firm, he has a right to 
contribution from the other members of the firm. And that 
holds good, too, when a partner suffers losses of other kinds 
whilst working in the firm’s interest. On the other hand. 
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if a partner, whilst pursuing the firm’s business, sliould inflict 
any wrong or hurt on an outside person, the firni would be 
just as liable to make compensation for the injury, as it 
would be to fulfil a contract that the partner had made' in 
the firm’s name. 

5 . Limited Partnership. Since the 1st of January, 1908, 
it has been possible for a basiness to be carried on by a 
" limited partnersliip," in which one or more of the members 
are general partners, and one or more limited partners. 
A general -partner enjoys similar rights and is subject to 
similar liabilities as in ordinary partnership. General 
partners are, therefore, liable to the full extent of the debts 
that a limited partnership may incur. On the contrary, 
the rights of a limited partner are restricted, and his liability 
is limited. On becoming a limited partner, he makes a 
fixed contribution in cash or kind, and he cannot afterwards 
be called upon for anything more; but, so long as he con- 
tinues in the position of limited partner, he is not permitted 
to draw any part of his contribution out. Particulars of 
every limited partnership must be registered with the 
Registrar of Joint-Stock Companies, al.so particulars of any 
changes that occur in its con.stitution; and the register is 
open for inspection by the public. 

A limited partner takes no part in the management of the 
business. He may inspect the firm’s books and advise as to 
its affairs; but he cannot bind the firm. If he dies, or 
becomes bankrupt or lunatic, such regrettable event i.s not 
a cause for dissolution, as it would be in ordinary partnership. 
Subject to agreement to the contrary, a limited partner may 
not object to the introduction of a new partner, nor can he 
dissolve the firm by giving notice; but he may assign his 
share, the assignee becoming a limited partner in his place. 
With these and a few further exceptions, the law of ordinary 
partnership applies. Undertakings of this kind are not, 
however, numerous — greater attractions being offered by the 
facilities that now exist for forming private companies with 
limited liability under the Companies Acts. 
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6. Joint-Stock'Companies. An undertaking like a railway 
is too large for any person to furnish all the capital it requires, 
or even for a few persons to throw their resources together 
ancf run the business as a partnership concern. At times 
in the past, and perhaps at first in connection with enter- 
prises of public or semi-public nature, the need arose for 
capital on a large scale. This caused open appeal to be made 
for money, as was done when the Bank of England was 
floated in 1694, to any who were able and willing to subscribe. 
Those who did subscribe became part-owners of the under- 
taking for which the appeal was made; and, without acquiring 
a right to share actively in its management, they yet had a 
voice in its control. In such conditions and on such lines 
joint-stock enterprise took shape. 

A joint-stock company is a particular kind of corporate 
body, and for that reason it differs very considerably in its 
legal constitution from a partnership. The difference exists 
both in the relation of the body to its own members, and in its 
relation to persons outside the body who have dealings with it. 

(1) Three Classes of Companies. According to the way in 
which they are brought into existence, companies may be 
classed under three heads — 

(1) Statutory Companies, or those inco>-poratetl by special Act ol 
Parliament, as railway companies, and tramway and gas undertakings 
not in municipal ownership. The activities in which a statutory 
company may engage arc set out in its special Act or Acts, and the 
company must confine itsell to these. General regulations applicable 
to this class of company as a whole are contained in the Companies 
Clauses Act of 1845 and in later supplementary Acts. 

(li) Chartered Companies, incorporated by charter granted by the 
King in Privy Council. Such are the British South Africa Co., the 
Peninsular and Oriental Steam Navigation Co., and the London 
Assurance Corporation. 

(iii) Registered Companies, to which class nearly all trading com- 
panies belong. It is with these that the remainder of this chapter 
is specially concerned. Registered companies are governed by the 
Companies (Consolidation) Act, 1908, and a few short Acts passed 
since. 

(2) Incorporation of a registered company is effected by 
registering a Memorandum of Association with the Registrar 
of Joint-Stock Companies in Ixmdon, Edinburgh, Belfast, or 
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Dublin, according as the registered office 'of the company 
is to be situated in England, Scotland, Northern Ireland, or 
the Irish Free State. If the application for rcgislralion is 
granted, a certificate of incorporation is issued by the Registrar. 
The company then comes into being with the legal status 
of a body corporate. This means that its rights and obliga- 
tion.s arc distinct from those of its individual members ; and 
that it enjoys continuity of existence, though its members 
change. A company has a name of its own, and a common 
seal to be used as the sign of its authority. It can sue and 
be sued in its own name only ; whilst its own assets, and not 
those of its separate members, are the only properly to wliich 
creditors of the company may look for payment of their 
claims. 

(3) Number of Members. A partnership may, and very 
frequently does, consist of no more than two members. 
If engaged in trade, it may have as many as twenty; if in 
banking, ten; but never more. A company, however, unless 
it is of the kind called “ private company,” must have seven 
members at least. To the number it may have at most, 
there is no* limit except what is self-imposed on the company 
by its capital arrangements. To be a member and to be a 
shareholder are usually the same thing, and a shareholder 
can never have less than one diare. 

(4) Share Capital. The shares into which the capital of a 
company is divided are fixed in amount, for example, £1, £5, 
£10, or even ;fIOO each; but £\ shares are much the most 
common. There may be different classes of shares, such as 
preference and ordinary, with different rights and conditions 
attaching to them. A company’s capital, to take a usual 
arrangement, may consist of ,£100,000 divided into 40,000 
6 per cent, preference shares and 60,000 ordinary shares, 
both of £1 each. 

(5) Limited Liability. Of all varieties of joint-stock com- 
panies, by far the most numerous is that known as a " limited 
company.” The qualifying word docs not, however, refer 
so much to the company itself as to the liability of its members 

!2-(1737a) 
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to contribute to £he company’s funds. In a company limited 
by shares, the liability of the members to contribute to its 
funr^s is restricted or limited to any amounts they may not 
yet have paid on the shares that they have taken. A partner 
is liable to the full extent of his firm’s debts, and he may 
himself be sued by the firm’s creditors; but a membef of a 
company can never be sued by a creditor of the company. 
The action must be brought against the company itself. 
If the sliarcs that a member holds in a limited company arc 
already fully paid, not another penny can be demanded from 
him. This is a feature of joint-stock ownership that appeals 
strongly to business proprietors. It induces the members of 
a partnership to turn themselves for business purposes into 
a company; or to form the company first and then sell their 
business to it, retaining for themselves a controlling interest 
in the company’s capital and management. 

It is compulsory that “ limited ” appear as the last word 
in the name of every company that is not unlimited, unkss 
the company is not run for gain and has obtained licence 
to dispense with the word. The name of a limited company 
must appear in full on every place of business of the company, 
on its letter and bill heads, and on all cheques and bills of 
exchange signed in the company’s name. 

(6) Limited by Guarantee. This is an alternative method 
of limiting the liability of members, and is resorted to chiefly 
when the company is an association without capital and 
carried on for other purposes than the making of profit to be 
divided amongst its members. When liability is limited in 
this way, each member undertakes, should the company be 
wound up, to contribute to the company’s assets what may 
be required of him, but not more than a specified amount. • 

(7) Unlimited Companies. A company may be such that 
the liability of its members is not limited. The members are 
then, in this respect, in the same position as partners, except 
that theirs is a liability to the company and not to the creditors 
direct. But companies whose members' liability is unlimited 
are few in number. 
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7 , Memorandum and Articles. Two documents are 
essential to every registered company’s existence — 

(1) The Memorandum of Association is the basis pi a 
registered company’s constitution. It fixes the name of the 
company; the objects for whicli the company exists; and, 
wherS the company lias a capital, the Memorandum fixes 
the amount and I he shares it is divided into. It is by thc 
Memorandum also that tlic liability of members is limited 
where, that is the case. The document must be signed by 
seven persons, who thereby become members of tlic company 
— but in a “ private company " two signatories arc suilicicnt. 
As the conditions imposed on a company by its Memorandum 
cannot be altered except with considerable trouble and 
formality, authority is frequently taken for a larger capital 
than the company means immediately to employ. Also, the 
objects specified in the Memorandum are usually set out at 
great lenglli, and made to include operations that may be 
undertaken in the future, but that are not in present con- 
templation. A company is not permitted to engage in any 
business, or do any act, outside the scope of the powers 
given to it by its Memorandum. This was explained in 
Chapter XXIII, Section 5 (2). 

(2) The Articles of Association of a registered company 
may be described as regulations for the conduct of (he com- 
pany’s affairs as between the compaii}' and its members, and 
between the members and the directors elected by tliem. 
The Articles are subject to the provisions of the Memorandum, 
as the latter contains the fundamental conditions of the 
company’s e.xistcncc. No regulation in the Articles will he 
allowed to over-ride any provision in the Memorandum, or 
'to extend or alter the powers granted by it. If a company 
is to have Articles of its own, these must be signed in the 
same way as the Memorandum, and be registered at the 
same time. Every member is entitled to be supplied, on 
request, with a cojry of the Memorandum and Articles at a 
charge of not more than one shilling. When a company is 
not given Articles of its own, the model set known as Table A 
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of the Act of 1908 applies. The following short clauses taken 
from Table A will convey some indication of the kind of 
regulations that Articles of Association contain — 

Article 51. — No business shall be transacted at any general meeting 
unless a quorum of members is present at the time when the meeting 
proceeds to business, save as herein otherwise provided three meiibers 
personally piesont shall form a quorum. 

Article 60. — On a show of hands, every member present in person 
shall have one vote. On a poll, every member shall have one vote 
for each shiuro of which ho is the holder. 

Article 69, — The remuneration of the directors shall from time to 
time be determined by the company in general meeting. 

Article 95, — The company in general meeting may declare dividends 
but no dividend shall exceed the amount recommended by the directors.' 

Article 107 . — K halance sheet shall be made out in every year, and 
laid before tho company in general meeting, made up to a date not 
more than six months before such meeting. The bamnee sheet shall 
be accompanied by a report of the directors as to the state of the 
company's affairs, and the amount which they recommend to be paid 
by way of dividend, and the amount, if any, which they propose to 
carry to a reserve fund. 

8. The Prospectus and After. (1) The Prospectus, Com- 
monly, oil the formation of any but a “ private company," 
a prospectus is issued inviting the public to apply for shares 
in the company’s capital. Besides the invitation to apply, 
the prospectus contains a more or less alluring presentation 
of the company’s initial position and of its prospects. Owing 
to delusive practices on the part of company promoters, 
by over-statement and by suppression of facts, Parliament 
has. at various times and for the protection of the public, 
made many regulations regarding the issue and contents of 
prospectuses. It is required, under penalty, that a copy of 
every prospectus shall be signed by all the directors named 
in it, and be filed with the Registrar of Companies, In the 
case of a newly-formed company, the prospectus must con- ' 
tain: (1) a copy of the company’s Memorandum; and (2) 
particulars regarding the directors, their interests, share- 
qualification, and remuneration. Whether the company is 
newly formed or not, a prospectus must state, amongst other 
things, (3) what shares and debentures it has been agreed to 
issue otherwise than in exchange for cash; (4) who the 
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vendors are of any properly the company 'lias to acquire or 
pay for; (5) wliat has been, or is to lie, paid in purchase 
money, the amount for goodwill being shown separately: 
and (6) what voting rights attach to different classes of shares. 
If a prospectus is not issued on formation of a company, a 
stat&ihent in lieu of prospectus must be filed with the Registrar. 
Misrepresentation in any prospectus causes directors and 
others responsible for its publication to become liable for 
compensation to any person who, through putting faitli in 
the untrue statement, has subscribed to the company’s funds 
and has suffered loss on that account. 

(2) Application, Allotment, and Calls. When the public is 
asked to subscribe to a new company’s capital, a miniimim sub' 
scriplion must be named. That is, the prospectus i.ssued 
must say what part of the capital offered lias been fixed as 
the lowest amount that luust be applied and paid for before 
the directors will proceed to allot any shares to the applicants. 
When allotment does go forward, there must be filed witli the 
Registrar a statutory declaration that these conditions have 
been complied with. Only then will the Registrar give a 
certificate entitling the company to commence business. 
Within a month a return must be made of the allottees and 
of the sliares allotted to each. Thereafter an annual list oj 
members and their holdings must be filed. 

Subject to the necessity of the advertised minimum sub- 
scription being received, it rests with the directors to allot 
to each applicant the number of shares he has applied for, 
or any less number they may decide upon, or none at all. 
As a rule, a deposit is required with the application, say, 
2s. 6d. for each applied for; and a further in.stalment, 
'say, 2s. 6d. again, becomes due on allotment. The remainder 
is called up as required, perhaps in tliree more instalments 
of 5s. each on first, second, and final calls, made at dates 
fixed by the prospectus or determined upon by the directors 
afterwards. Forms of application are sent out with the 
prospectuses distributed; and it is usual for application, 
allotment, and call moneys to be sent by tlic subscribers 
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direct to tlie company's liankers. The roceipts given by the 
bankers are kejit by each subscriber and are surrendered to 
lhe„company in exchange for a share cerlifieate wlien tlie 
certificates are reatly. 

(3) Atdhorized, Subscribed, and Paid-up Capital. Thu 
amount of capital that a company is authorized l?y its 
Memorandum to raise is termed its Authorized or Nominal 
Capital. What part has been allotted is known as it.s Issued 
or Subscribed Capital. The sum that has actually been 
received in respect of capital allotted is called the Paid-up 
Capital. A member of a company, unlike a partner in a 
film, lias the right to transfer his shares to someone else, 
subject to any restrictions that the Articles may impose. 
“ Reserve Capital ” is such portion of the authorized capital 
ns has not been called up, and is not to bo called up except 
in the winding up of the company, if it should then be needed. 

g. Management of a Company. The management of a 
company’s affairs is entrusted to a small body of directors; 
but, as the election of directors must usually be made at 
general meetings of the shareholders, the latter are able by 
that means to exercise some little control over the directors’ 
actions. 

(1) Meetings. Within three months of the date when a 
company limited by shares is entitled to commence business, 
there must be held the first or statutory meeting of its members. 
At this meeting a report, which is concerned chiefly with the 
manner of disposal of the company's shares and of the money 
received for them, must be submitted for discussion. For 
the future, there must be called an ordinary general meeting 
every year, the business of which is (i) to receive a report 
of the directors; (ii) to receive and consider a balance sheet' 
certified by the company's auditors and signed by two of the 
directors; (iii) to declare dividends, if it is so desired and the 
profits permit; (iv) to elect directors; (v) to elect the auditors 
for the ensuing year. A provision usual with regard to 
voting is that contained in Article 60 above. By the 
Companies (Consolidation) Act for some matters, and by the 
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compan3'’s own Articlus for otliors, the saiiflion of tlie sliuie- 
holdd'h must Ix' oblainofl Ix-lore flu; directors can proceetl 
on certain courses. ]''or the pui'po.si' ol obtaining any .such 
sanction, an exlraordimry general meeling should be con- 
vened, and the resolution to give the required aiilliority 
should be passefl in the manner prescribed for the particnlnr 
case. 

(2) Direclors. A .specified .share (|iialificatioii is, as a rule, 
required by the Ai tides for the office of director. Articles 
also commonly require that directors shall retire by rotation; 
for example, a third of their number each year. They lire 
then re-elected at the annual meeting, or others are eleetcsl 
in their places. It is, however, within the province of the 
board of directors to fill any vacancy occurring in the interval. 
The directors appoint a secretary who, as the servant of the 
directors, takes minutes of the proceedings at meetings of 
directors and of shareholders; keeps the books that are 
required by law; and makes the returns that mu.st go period- 
ically to the Registrar of Companies. The secretary also 
sends notices and dividends to shareholders, submits to tlie 
board transfers of the company’s shares or other matters 
requiring the directors’ attention, and deals with these 
according to the instructions given. 

(3) The Auditor or auditors for the following year should 
be appointed by the members of the company at each 
annual meeting. An auditor is responsible to the share- 
holders and not to the directors. It is his duty to examine 
the books and accounts of the company and report upon 
them to the members. 

(4) Books and Inspection. The books that the law compels 
• a company to keep are — 

(i) Minute Book oI General and Board Meeting.s. 

(ii) Register oi Members. 

(ill) Register of Directors and Managers. 

(iv) Register of Mortgages and Charges. 

(v) Annual List of Members and Summary of Capital, which is a 

copy of the annual return made to the Registrar, and includes 
a list of directois and a balance sheet. 
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Nos. (ii) and (v) must be open for inspection to members 
of the company free of charge; No. (iv) free to members and 
to cfeditors. For inspection by the public, a charge of one 
shilling may be made; and copies of Nos. (ii) or (v), or ex- 
tracts from them, must be supplied on request at not more 
than sixpence for every hundred words. The docuinenfs and 
returns filed in the office of the Registrar of Companies are 
ojien for inspection also. Of other books that companies 
find necessary, mention may be made of the Register of 
Transfers, and of the Register of Debenture-holders where 
debentures liave been issued. 

10. Private Companies. The peculiarities of a private 
company are that — 

(1) It may be formed with only two membors instead of the seven 
required in other cases; 

(2) It is prohibited from inviting the public to subscribe to its 
shares or debentures; 

(3) The number of its members must not exceed fifty exclusive of 
present and past employees; 

(4) The right of members to transfer their holdings is restricted; 

(5) The company is free from several obligations imposed on other 
limited companies. For example, it is not required to send a copy 
of its annual balance sheet to the Registrar. It has no statement in 
lieu of prospectus to file, no minimum subscription to fix, no certificate 
authorising commencement of business to obtain; nor is it required to 
forward a statutory report to its members, when it calls the statutory 
meeting. 

11. How Companies and Partnerships Differ. The most 
important differences between a company and a partnership 
have been referred lo in various connections above; but it 
may be well to summarize them here — 

(1) Formation, A company comes into existence by the special 
process of registration under the Companies Acts, by special statute, 
or by Royal Charter. A partnership is formed simply by agreement ■ 
between the partners. 

(2) Number of Members. A company, unless it is a private com- 
pany, must have at least seven members; but it may have as many 
more as the extent and sub-division of its capital will allow. A tradmg 
partnership cannot consist of more than twenty persons. 

(3) Legal Status. A company is considered in law to have an 
existence separate from the persons of whom it is composed. In a 
partnership, one partner may bind the firm, and any partner may be 
called upon to pay debts of the firm. But the rights and obligations- 
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of a company arc cUatinct fiom thoae o£ its individual membiTa. 
Its rights cannot be* exercised by. nor its obligations enforced against, 
the members individually. Only the olficors ot the company acting 
in its name can exeicise the company's rights; and cieditois seclting 
satisfaction of their claims have only the propel ly of the company 
to proceed against. 

(4) Limited Liability. When a company is limited by shares oi bv 
gnaralitee, no member can be made to contribute to the company's 
asset.s anything beyond the sum, it any, still unpaid on the shares 
he has taken or on the guarantee he has given. A parlnet's liability 
is unlimited. 

(5) 7’ran.i/erabilily of Holdings. The holdings of the members of a 
company are transferable. A present member may sell out, and the 
buyer of his shaies come in as a new member, without the coii.sent 
of the other membeia; Viut holdings can never he withdiawn and 
repayment demanded. In a partnership, on the contrary, no new 
partner can be admitted except with the consent of all existing 
partners. Moreover, a parlnei may withdraw, and insist on the finn’s 
assets being realised in older to repay his shaie of capital. 

(6) Conttnuitv of Bxistenoe. It a iiiember of a comiiany sells his 
holding, neither lus withdrawal, nor the ontiy ol his successor, make.s 
any dilforenoc to the existence of the company, lii a partneiship, 
death or retirement of a partner is a cause for dissolution. 

(7) Management. Every partnei has the right, unless he agrees 
otherwise, to take an active part in managing his film's affairs, but 
the rights of members of a company to have a say m the company', s 
management are very restricted. They can be exorcised in certain 
ways only, as by formal resolution in general meeting, or by 
application to the Court in special circumstances. 

(8) Alteration of Constitution. The constitution of a firm may be 
changed by agreement among.st the paitner.s; but any alteration of a 
company’s Memorandum which would change its objects, or reduce 
its capital, or modify the rights attaching to any class of its slinres, 
cannot be made without peimission ol the Court 

(9) Publicity. A company, by keeping b<xiks open lor inspection 
and by filing returns with the Kcgistrai, is required to make public 
certain information that, in a firm, the partners would keep to 
themselves. 

12, Bankruptcy. A person is insolvent wlicn he is unable 
to pay what he owes. By a single trader who is insolvent, 
’ one of two courses may be taken. He may call his creditors 
together and offer to come to an arrangement with them, 
or he may file a petition in bankruptcy asking the Court to 
make a receiving order against him. The same two courses 
are open to an insolvent partnership. If the former pro- 
cedure is taken, and the offer is accepted, it must be embodied 
in a deed of arrangement ; but no such arrangement will be 
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valid unless it is'agrced to by a majority in number and in 
value ot tlie creditors. A deed of arrangement is void also 
if it is not registered within seven days. An arrangement of 
this* kind is not binding on a dissenting minority of the 
creditors; so that any of them who prefer it may seek their 
remedy against the debtor in bankruptcy proceedings. 
Where no arrangement is effected or attempted, any creditor 
or creditors whose claims come to £50, or the debtor him- 
self, may file a petition in bankruptcy ; but a creditor’s 
petition must be made within three months of an act of 
bankruptcy on the part of the debtor. 

A debtor commits an act of bankruptcy (1) if he assigns his 
property for the benefit of his creditors generally; (2) if he 
makes a fraudulent transfer of any part of his property; 
(3) if he gives a fraudulent preference to one creditor over 
another; (4) if he keeps out of the way of his creditors in 
order to evade their claims; (5) if, under an action in any 
Court, his goods have been seized, and either sold or held 
for twenty-one days; (6) if he files a bankruptcy petition 
against himself; (7) if he fails to comply with the require- 
ments of a “ bankruptcy notice ” served on him by a creditor 
who has obtained judgment against him; (8) if he gives 
notice of suspending payment of his debts. 

On the hearing of the petition, the Court appoints an 
Official Receiver, to whom the debtor must render account 
of all his property. A Statement of Affairs must be pre- 
pared for submission to the Court, and a day will be fi.xed 
for the public examination of the debtor. A meeting of 
creditors will be called by the Official Receiver to consider 
the Statement of Affairs, and to give the creditors an oppor- 
tunity, either of accepting an offer of a composition—thSit is,- 
of taking in full satisfaction of their claims so much for 
every £1 owing — or of agreeing to some scheme other than 
bankruptcy procedure. If this is done and the Court 
approves, bankruptcy proceedings will be stayed. If not, 
the debtor will be adjudged bankrupt by the Court. In any 
case, a trustee will be appointed to whom the debtor’s 
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properij' will bp assis^ntjcl, and wbf>sf> dul^' ll will bp to rpalixe 
the deblcii-’s assets, and to distribute the proceeds to llte 
ci-editois in proportion to their chiiras. Such distribution is 
called a cHtiidinid. There may be one dividend only, or 
several may lie paiil before the estate is closed. The trustee 
must* keep accounts o[ his admini.stration anti must make 
returns to llie Iloanl of Trade. A cominilfce of inspection 
may, or may not, be appointed by the eretlitors to supervise 
him in his work. 

Where it is a firm that is dealt with, each partner will be 
declared bankrupt separately. The joint pro]jerty of the 
firm, will be used to meet all claims against the lirrn; the 
separate properly of each partner to meet the claims again.st 
his separate estate. Any surplus on the separate estates will 
then be applied to the joint debts; or any surplus on the joint 
c.statc will be apportioned to the debts of the separate partners. 

The trustee must leave with a bankrupt the tools of liis 
trade, and wearing apparel, and bedding, up to the value of 
£20 in all. He cannot take property in the possession of the 
bankrupt but belonging to someone else; and earnings of the 
bankrupt alter adjudication may be retained by the bank- 
rupt in so far as they arc reasonably necessary fur the sup- 
port of himself and family. Fraudulent preferences will be 
set aside; also, in certain cases, settlements by whicli the 
liankrupt has, prior to adjudication, given ]Xirtions of his 
property to others. In bankruptcy, creditors must prove 
their claims by affidavit in the official form. 'I'liere arc 
certain preferential creditors that mu.st, if possible, be paid in 
full, first of all. These are: (1) rates and taxes for one year 
before the receiving order; (2) wages of a clerk or servant for 
the previous four months up to £50; (3) wages of a labourer 
for two months up to £25 ; (4) the full amounts due under 
the Workmen’s Compeasalion Acts — see page 388 ; (5) 

National Health Insurance contributions. A landlord may 
distrain upon the bankrupt's goods for six months' rent. 
Secured creditors may realize their securities and prove for 
any balance due to them. 



408 MODERN BUSINESS AND ITS METHODS 

Some time after his public examination, the bankrupt 
may apply for his discharge. If it is granted, he is then free 
froip every debt that was provable in his bankruptcy. But 
the Court is likely to suspend discharge if his estate will not 
realize 10s. in the £1, if he has not kept proper books uf 
account, and in many other circumstances. An undischarged 
bankrupt is liable to imprisonment if he obtains credit to the 
extent of £10 or upwards without informing the creditors of 
his position. 

13. Winding Up. Proceedings in the bankruptcy of indi- 
viduals and of partnerships are regulated by the Bankruptcy 
Act of 1914; but companies do not come under that Act’s 
provisions. The process by which the life of a company is 
brought to a close is called " winding up ’’ or “ liquidation," 
and is governed by the Companies (Consolidation) Act, 1908. 
Nevertheless, the principles underlying bankruptcy pro- 
ceedings and winding up are much the same. In both, 
preferred payments and secured debts are treated in a 
similar way; and so are fraudulent preferences. In both, 
debts must be proved, meetings of creditors are held, and 
“ arrangements ’’ may be made. In compulsory winding up 
there arc, petition to the Court, Ofhcial Receiver, Statement 
of Affairs, and Committee of Inspection. With companies, 
there is, however, no trustee, as a company’s assets remain 
its property to the end. His place is taken by a " liquidator ’’ 
Another difference is that a company may be wound up for 
other causes than inability to pay its debts; for example 
because its objects have been achieved, or because its busi- 
ness has been disposed of; or for the reason that it has never 
been in a position to commence business at all, because it 
has never been able to comply with the conditions for the' 
grant of the necessary certificate. 

There are three lands of winding up, namely, (1) by the 
Court; (2) voluntary; (3) under supervision of the Court. 
In the first kind, the liquidator is appointed by the Court; 
in the second, by the company, ^^en a company whose 
shares are not fuUy paid is being wound up, present and past 
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members become liable to contribute to the Company’s assets. 
The more important rules as to their liability are as follow — 

(1) The liability is lor contributions sufficient to pay the compviy’s 
debts, together with the expenses of winding up. but 

(2) No past member is liable to contribute it it is a year or more 
since he was a member; 

(3) f!o past member is liable in respect of anj' debt contracted 
since he ceased to be a member; 

(4) No past member is liable unless the Court decides that present 
members cannot make the contributions required of them; 

(5) In a company limited by shares, no contribution .shall ho 
required m excess of the amount, if any, nniiaid on the contiihutory’s 
.shares; 

(fi) In a company limited by guarantee, no coiitriliution .shall be 
required in excess of the amount guaranteed by the contributory. 



CHAPTER XXVIII 

ON STOCKS AND SHARES 

I . Kinds of Shares. Shares are Ihc fixed , equal, and indivisible 
parts into which, by the terms of its Memorandum of Associa- 
tion, the capital of a company is divided. Each share is 
given a distinctive number that serves to identify and describe 
it when it changes hands. No share can be broken into 
lraction.9 — even when of large amount a company’s shares 
cannot be dealt in, except in whole numbers. The holder, 
for example, of ten £50 shares in a banking company would 
Ido free to sell one, or two, or three, or more of the ten; but 
not to sell half a share, or one and three-quarters, or two 
and two-fifths. 

(1) Preference Shares entitle the holders to a fixed rate of 
dividend each year, out of the profits of that year, before 
the ordinary shares of the company have any dividend 
declared upon them. When they are cumulalive preference 
shares, deficiencies of dividend accumulate from year to year 
as arrears to be paid off before ordinary shareholders have 
any claim on profits. Preference shares may, or may not, 
also entitle the holders to priority over ordinary shareholders 
for repayment of capital when the company comes to be 
wound up. Further, there may be different classes of pre- 
ference shares in the same company, as 6 per cent. Preference 
and 7 per cent. Preference, or A Preference and B Prefer- 
ence, carrying with them different rights, and probably 
representing issues made at different dates in the company’s 
history. Lastly, a description such as “ 5 per cent, parti- ’ 
cipating preference shares” would mean that, when the 
ordinary shares of the undertaking had received a certain 
rate of dividend in any year without exhausting the profits 
earned, then the surplus, if distributed at all, would have 
to be divided between the preference and the ordinary 
holdings. 
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The Greenstone Manufacturing Company, Lmuted 

..na»r thft ('AmDanies Acts 1908 to 1917.) i 





412 


MODERN BUSINESS AND ITS METHODS 


(2) Ordinary Shares rank for dividend after the preference 
shares, if any of the latter exist in the company in question. 
Except where the preference are of the participating kind, 
or where there is also a class of deferred shares, no limit is, 
as a rule, set to the dividend that may be paid to ordinary 
shareholders, so long as it is paid out of profits actually made. 

When a company that is doing well increases its capital 
by a further issue of ordinary shares, it is a usual practice 
to offer the new shares at a premium. Shares of the nominal 
value of £\, for example, may be offered lor subscription at 
22s. 6d. or at 25s.; but dividends would be paid on the 
nominal value only. The issue of shares at a discount is 
not permitted to registered companies. 

(3) Deferred Shares arc such as have their claim to dividend 
put back until a certain rate has been paid on the ordinary 
shares. Sometimes they are called " founders’ shares,” and, 
sometimes, ” management shares,” because they are taken 
by persons intimately connected with the floating or the 
working of the company. They are not, howe\ er, a common 
feature of companies’ capital arrangements. Where they 
do exist, they are usually of small nominal value, but carry 
a right to a large proportionate share of profits. Thus, a 
company might have 50,000 ordinary shares of £l each, and 
50,000 deferred shares of Is. each, the latter to take half 
of the profits remaining after 10 per cent, had been paid 
on the former. In these circumstances, a distribution of 
£7,000 would mean £6,000 or 12 per cent, on the ordinary, 
and £1,000 or 40 per cent, on the deferred. 

2 . Stock. (1) How Stock differs from Shares. Stock is a 
form of capital which has no division into shares, and no 
distinctive numbers. The capital of railways and other 
statutory companies is usually created and issued as stock, 
and not as shares. Any portion of a company’s stock is 
described simply by its nominal value. Thus, a person may 
buy or sell, say, £1,124 of Great Western Railway Ordinary 
Stock, paying or receiving for it, of course, whatever happens 
to be the market price of the day. In order, however, to 
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obviate the inconvenience ol dealings in awkwardly broken 
fractions, it is usual for a comiiany to require lhat transfers 
of its capital be made in multiples of £\, or 10s., or other 
minimum amount. Besides the is.sues of statutory com- 
panies, those of governments and municipalities are com- 
monly made in the form of stock. Consols and other British 
Government stocks are an exception to the practice of per- 
mitting dealings only in multiples of a given unit. 'I'liesc 
stocks may be bought or sold in imy odd sums of jiounds, 
shillings, and pence. 

(2) Conversion. In the case of a registered company, its 
capital, if it has any, must, in the first instance, be divided 
into sliares. But this arrangement may afterwards be 
abandoned, if the members of the company so agree; and 
the shares may be converted into stock, provided they are 
by that time fully paid. An advantage of the conversion 
of shares into stock may be illustrated by supposing a 
prosperous company whose registered £10 share lias become 
worth £47, market value. In such a case, transactions in 
the shares could take place only in values that are multiplt's 
of £47. And, as buyers could not always easily he found 
who would want just five, or twelve, or twenty times so largo 
a unit, this would hinder free dealing in tlie company’s issues, 
and to some extent unfavoiirablj' alfecl their price. On the-, 
otlier hand, if tlie sliaros, being fully paid, were converted 
into stock, transactions could be carried through in any 
amounts that were multijiles of ;{!. As an alternative, the 
£10 share could be divided into .several shares, each of smaller 
nominal value. 

(3) Kinds of Stock. British railway capital includes large 
' quantities of preference and of ordinary sloclcs. The pre- 
ference stocks, like shares of the same description, have a 
prior claim to a fixed rate of dividend; but in this class of 
undertaking the dividend is not a cumulative one. Many of 
these railways, again, have divided their ordinary stocks into 
preferred ordinary and deferred ordinary. The preferred is 
entitled to a certain rate of dividend eacli year, if it is earned; 
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and the deferred to whatever rate any surplus of revenue will 
then allow to be paid. This division of ordinary stock has 
arisen in some cases by splitting each £100 into £50 preferred 
and ’£50 deferred. In other cases, it has been effected by 
doubling— by issuing £100 preferred ordinary and £100 
(Inferred ordinary in place of each £100 stock in its original 
form. The guaranteed stocks of British railways rank for 
dividend in front of preference issues, and arc usually 
cumulative. 

3. Debentures and Debenture Stock. A debenture or 
debenture bond is a written transferable instrument given 
by a company under its seal in acknowledgment of a loan 
to the company. The instrument contains an undertaking 
to pay periodically interest on the loan at a specified rate; 
and, unless it be an irredeemable debenture, to repay the 
loan itself, cither at a stated time or at such time as the 
company may determine. A debenture may, and usually 
does, give the holder, as security in case of default either 
of principal or interest, a mortgage on the company’s land 
and buildings, and a floating charge on its movable stocks 
of goods and other changing property. An issue of deben- 
tures may be offered at a discount redeemable on a given 
date at par; or it may be offered at par redeemable at a 
premium. 

Debentures are issued, as a rule, in series of equal amount, 
commonly £100, or £500, or £1,000 each, and numbered con- 
secutively as shares are. They are offered in the same way 
as shares, and frequently in the same prospectus. But each 
holder receives separate single debenture bonds sufficient 
to make up the amount allotted to him, instead of one certi- 
ficate for the whole allotment as in the case of shares. The 
loan may, however, be raised as debenture stock, when there 
will be no series, and no fixed numbers, and only one debenture 
certificate will be issued for the full amount taken by each 
debenture stockholder. 

Debenture holders are not members of the company. They 
are merely creditors, secured or misecured, for loans to the 
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II.—FORM of ORBENTURK to hEAREK, 

The Greenstone Manufacturing Company, Limited 

(Incoiporatctl under the Cnmpann-s Arts, 1908 In 1917.) ' 
He^ialercil Olliie : Ckeknridge Works, ('■ueeniiii iiown 

Issiw ol fjmfim i 

First MortK:i|;e Debentnri-s to Iie.iicr I /lOO 
m 200 debcnlmcs of /lOO eacb, ' 
carrying interest at Ibe rate ol Five pei cent, per aniiniii. 

DEBENTURE 

1. THE GREENSTONE MANUFACTURING COMPANY, LIMITED, 
hereinafter called " the company,” will on the first day of October, 
1940, or on such eatliei day as the principal moneys licrcby seemed 
become payable in accordance with the conditions endoiwl hereon, 
pay to the Bearer on presentation of this debenliire the .sum of 
ONE HUNDRED POUNDS. 

2. The Company will m the meantime pay interest at the into of 
live per cent, per annum on the saiil sum of One Iiundied pounds by 
equal half-yearly payment.s on the first day of April and lir.st day of 
October in each year in acconlance with the coupons atlaeheil hereto, 

3. The Company hereby charges with the p.iyments afoiesaid its 
undertaking and all its property whatsoever and wheresoever both 
pre.sent and future. 

4. This debenture is issued subject to and with the benefit of the 
conditions endorsed hereon. 

Given under the common seal of the Company this day of 

19.. 



COMPANY S 


Secretary. 

Note. This document requires an ad valorem stamp. 
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company; and they have no right to attend the meetings of 
members, or to vote on the company’s affairs generally. 
They may, however, hold meetings of themselves in regard 
to their own relations to the company, particularly if the 
interest due to them is in arrear. When interest is in arrear, 
they usually have the right to realize their security; but, 
instead, they commonly have a receiver appointed to take 
charge of the company's funds and pay their interest thereout. 
Where a loan has been raised as debenture stock, the pro- 
perty mortgaged as security is, as a rule, conveyed to trustees 
for the debenture stockholders, and reference to the trust 
deed is made in the certificates issued for the stock. 

4 . Transfers and Dividends, (1) Three Classes Again. 
According to the procedure to be followed when they change 
hands, marketable securities have to be classified under three 
heads again. 

(i) Inscribed Securities. Until recently, all British Govern- 
ment stock was “ inscribed ” ; that is, the evidence of a holder’s 
title was a record written in a book kept at the Bank of 
England. No certificate of title was issued to the holder; 
and when he disposed of his holding, it was necessary that 
he, or his duly appointed representative, should attend at 
the Bank and sign an entry of the transfer of the stock. 
Colonial stocks and some municipal stocks are also of this 
kind, though the records of these are not in all cases kept 
at the Bank of England. 

(ii) Registered Securities. In this country the bulk of 
stocks and shares are of the " registered ” variety; and now 
Consols and other British Government stocks may be either 
registered or inscribed, or may even belong to the third class 
of bearer security mentioned below. For registered stocks' 
and shares, registers of the holders and their holdings are 
kept at the offices of the companies or other bodies concerned. 
A certificate of title bearing the name of each holder is issued 
under the company’s seal. Disposal of any holding is effected 
by the seller and the buyer executing a formal transfer, 
which is deposited at the office of the company. Transfers 
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of registered holdings in statutory companies must he iniide 
by deed. VVitli registered companies, it depends on the 
Articles of Association whether a transfer executed iiiuler 
hand only is sufficient or not. But, even when not com- 
pulsory, transfer by deed is the method usually followed. 
The Seller’s certificate or certificates should be deposited with 
the company along with the transfer. This is usually done 
by the stockbroker of the transferee or liy the transferee 
himself. If the transfer is found to he in order, a new certi- 
ficate is issued to the new member, unless the directors of 
the company have, by the Articles, power to refuse registra- 
tion, and have reason in any particular case to c.xercisc that 
power. It is customary for companies to charge a fee of 
2s. 6d. for the registration of a transfer and the issue of the 
new certificate. 

'I'ransfers of stocks and shares are subject to stamp duty. 
So are certificates to bearer; but certificates to registered 
holders are not. The form of a share certificate is shown on 
page 411 ; of a debenture on page 415; and the common form 
of transfer deed on page 419. 

(ill) Bearer Seatrilies. A third type of security is tliat for 
which certificates or warrants “ to bearer " arc issued, 
transfer being effected merely by Uic seller handing over the 
certificate to the buyer. Advantages of bearer securities are 
the ease witli whicli they may change hands, the want of 
formality and saving of time in the operation, and, fierliaps 
in some circumstances, the absence of the necessity (o dis- 
close to the company rvlio it is that for the time being holds 
the shares. Disad van! ages arc that the dividends have to 
be claimed by the holders, andtliat the risk of loss l).y Iheft 
■ is muclr greater than when the owner of tlie shares is 
registered. The holder of a bearer security' lias usually the 
right to apply to the company for registration and, on sur- 
render of the bearer certificate, to have a new certificate 
issued in his name. 

(2) Transmission of Shares or stock, as distinct from their 
transfer, takes place on the death of the holder of the shares 
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or Stock, or on Ins becoming lunatic or bankrupt. In such 
event, the control of the holding passes by law to his legal 
reprgsentative, who in case of lunacy is his “ committee 
in case of bankruptcy, the trustee appointed to take charge 
of his affairs. If a deceased shareholder has left a will, the 
executors named in the will are entitled to deal with the 
bolding; but they must first obtain Prohate of the will. When 
this has been exhibited to the secretary of the company, he 
adds their names to the account of the deceased in the com- 
pany’s Register of Members. If the member has died 
intestate, the person claiming to deal with the holding must 
obtain and cxliibit Letters of Administration granting him 
the power of administering the deceased’s estate. Probate 
or Letters of Administration are the only authoritative 
evidence that company directors customarily accept for the 
recognition of the representatives of a member who has died. 

(3) Dividends ami Interest. The name “ dividend ” is com- 
monly reserved for a distribution on shares or stock, when the 
distribution depends on profits, so that it cannot be made 
if sufficient profit for the purpose has not been earned. When 
the distribution must be made, whether profit sufficient to 
provide the amoruit has been earned or not, " interest ” is 
the term that is used. Thus, it is interest that is paid on 
Government and municipal stocks and on debentures of 
trading companies. Dividends are paid on preference and 
ordinary shares. 

Where the stock, shares, debentures, or bonds are registered 
or inscribed, the distribution is made by dividend or interest 
warrants sent to the proprietors through the post, and pay- 
able at the company’s bankers. But, if the holdings are in 
the form of bearer securities — a form liitherto more common 
with foreign securities than with British — the interest must 
be claimed by the holders, as the Government or company or 
other body issuing such securities does not know who the 
holders at any time may be. Government and municipal 
bonds and company debentures to bearer usually have 
attached to them interest coupons for the amounts to become 
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in.— FOKM OF TRANSFEK D^ED. 



'“J'" j in consideration of tlie .sum of 

paid by 

of 

hereinafter called the Transferee , 

Do hereby bargain, sell, assign and transfer 
to the said Transferee , 


of and in the undertaking called 


To hold unto the said Transferee , Executors, 
Administrators and Assigns, subject to the several 
conditions on which held the same immediately 
before the execution hereof, and the said 

Transferee , do hereby agree to accept and take 
the said subject to the conditions 

aforesaid. 


As Witness our Hands and Seals this day 

of ' ill the year of our Lord, One thonsuml 
nine hundred and 


Signed, aealerl, and delivered 
by the above-named 

in the presence ol 

'Signature 
I Addres.s 
, Occupation 


Signed, sealed, and delivered 
by the above-named 

in the presence ol 


ffi f Signature 
a ] Address 
^ (Occupation 
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due trom period fo period. Each coupon is detached at the 
proper lime by tlie owner, and handed by him to liis banker, 
who collects Ihc mnount and credits the owner’s account. 

Interest on Consols is paid quarterly; but half-yearly 
payments are much the more usual in other cases, particularly 
with trading companies. As nearly all companies make up 
their accounts annually, the full dividend to which Ihcir 
ordinary shareholders are entitled cannot be declaretl until 
profits arc ascertained at the end of the 3’car. What is called 
an interim dmdeml is therefore paid at a moderate rate when 
the first half of the 5'ear has passed. A final dividend of 
larger amount will be paid when the annual accounts are 
completed and it is discovered that profits justify it. In the 
case of British companies, payment of dividend or interest 
is commonly made with income tax deducted. The tax pay- 
able by the shareholders on the income they receive from a 
company is, for the convenience of the Inland Revenue 
authorities, collected in one sum from the company, and not 
in numerous small items from the shareholders individually. 

5. The Stock Exchange. A market in which stocks, shares, 
and securities of similar nature are bought and sold is called 
a Stock Exchange. The Stock Exchange in Capel Court, 
or Throgmorton Street, London, close to the Bank of Eng- 
r land, is by far the most important market of the kind in this 
country; and more important than those of Paris and New 
York, which are its nearest rivals. Manchester, Liverpool, 
Glasgow, Dublin, Birmingham, Leeds, Sheffield, and other 
smaller cities and towns of the British Isles have stock 
exchanges of their own. The same is true of the more 
important cities and towns in other countries where industry 
is developed. 

Tlie Stock Exchange in London was founded as a distinct 
association about the end of the eighteenth century. Some 
measure of the lead that it takes over similar institutions in 
this country may be made by comparing its membership of 
about five thousand with the hundred or so of Liverpool or 
of Manchester. London, too, is the most cosmopolitan of 
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all such exchanges, dealing as it does in securities of govein- 
menls and commercial undertakings all the world over. 
Paris comes next in this respect, whilst New York and Berlin 
have .so far found occupation enough with the issues of llieir 
own lands. 

{\)*T/ie iVIembeys. A stock exchange is not a public 
market where any buyer of investments may go in and bid. 
Tlie buying and selling are done by memlx^rs only, who pay 
a substantial subscription for tiie privilege anti benefits of 
membership. In London, but not in an\' other centre either 
at home or abroad, the members are divided into (1) jobbers 
or dealers, and (2) brokers. Just as the underwriters of 
Lloyd’s depend on insurance brokers to bring tlicni business, 
and as in tlie profession of the law barristers tlepeiid on 
solicitors for briefs, so the jobbers of the Stock Exchange 
depend on the brokers, who take orders from the outside 
public. The jobbers or dealers specialize in different classes 
of securities, and each group that deals in one class forms 
a smaller market in itself and keeps to a particular part of 
the floor of the “ House." Thus there arc, amongst others, 
separate groups of dealers for Government anil Municijial 
Stocks, Home Rails, American Rails, Foreign Bonds, Rubber 
Shares, Industrials, and South African Mining Shares, the 
last named being frequently spoken of as the “ Kalfir Market.” 

Clork.s of dealers and of brokers are allowed membership 
in one or other of two classt's — authorized ami unauthorized. 
Authorized clerks are those empowered to make bargains on 
the exchange in their employers’ names. Members of the 
Stock Exchange are not permitted to advertise in any way 
other than by sending circulars to their own clients. But 
•there are " outside brokers ’’ who are not members of the 
Stock Exchange and whose advertisements may be seen in 
the newspapers regularly. When these outside brokers have 
occasion to use the Stock Exchange, they buy and sell as 
clients of inside brokers. They usually do a legitimate and 
straightforward business with the public; but a few carry 
on at different times in different places what are colloquially 
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termed “ bucket shops." Under the guise of ndviser and 
guide on a quick and easy road to fortune, tliey will for their 
own gain allure over-tiuslful members of the public into tlie 
devious and uncertain patlis of speculating with margins. 
In threading these tangled tracks, the trustful ones are only 
too likely to lose the money they take with them7 and 
eventually come out into the open country of disillusionment 
wiser and sadder for their foolish ventures. 

(2) The Committee. The Stock Exchange is owned by a 
company. All the shareholders of the company are members 
of the House; but all the members of the House are not 
shareholders in the company. A recent regulation, however, 
provides that every new member shall acquire at least one 
share. The members of the Exchange itself must comply 
with its rules, and a committee of thirty members is elected 
annually by the whole body to adjudicate in cases of dispute, 
and to see that the rules arc observed by members, and arc 
complied with by the companies, corporations, and govern- 
ments, whose securities are quoted in the of&cial list. When 
a member fails to carry out his obligations, he is expelled 
after being " hammered " — ^a term which derives its signi- 
ficance from the three taps of a hammer that call for silence 
when a defaulter is announced. As all bargains made in the 
House are effected simply by word of mouth, followed by the 
mere jotting of a pencil memorandum in his " bargain book " 
by the jobber and by the broker, it is essential that a high 
standard of honour should be observed between them. 
These methods would be quite inadequate to the extensive 
business of such a market were repudiation of oral bai'gains 
ever countenanced by the committee. 

(3) Buying and SMing. A dealer or jobber will " make a 
price” for a broker who approaches him, and without 
knowing whether the broker will require him to buy or to 
sell. The price, therefore, names two figures, as, for example, 
the price quoted in a share list of 83s. to 84s. for the £1 
ordinary shares of Nobel's Explosives, Limited. That price 
means that there were then dealers willing to buy at £4 3s. 
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a share and to sell at £4 4s. The dil'ferenec — in this instance, 
Is. a share — is called the “ turn of the market ” or the 
“ jobber’s turn and out of this difference the jobber makes 
his profit. To take another example from the same list, tlie 
£1 ordinary shares of Harrods Stores, Limited, are there 
quoted at 2^ to 3^. Here the mean price of one share is 
£3 and the margin on each side is rather wule; hut a ilealer 
keen to do business would probably make the difference 
smaller. The jobber is a mercliant dealing on his own 
account in certain classes of stocks. He holds quantities of 
those stocks in which he professes to deal, or he knows liow 
to obtain them when they arc required. And he holds him- 
self out as ready at all limes to buy at the market price 
from the broker whose client wants to sell, or to .sell to the 
broker whose client’s order is to buy. 

Unlike the jobber, the broker is not a dealer on his own 
account, but an agent acting for his principal the client, and 
the broker’s remuneration takes the fonn of a commission 
that he charges to the client. The following arc taken from 
the scale of minimum commissions chargeable by members 
of the London Stock Exchange — 


British Government Securities . 

Indian Government Securities ) , 

Metropolitan Con.solidatcd Stocks I • 

London County Consolidated Slock ' 

Foreign Government Bonds j 

Foreign Uaihvay and other Bond.s to bearer I , 
County, Corporation, and I’roviiicuil Securi- ( ’ 
tic.s (British, Indian, Colonial, and Foreign) j 
Bank oi England and Bank o£ Ireland Slock { 
Kfgistered Slocks (other than Railway Oidi- > , 
nary and Deferred Ordinary) ) - 


per cent, on slnck 


on money 


Railway Ordinary and Deferred Ordinary 
Stocks — 

Price /lO or under 
Over ;ilO to £25 . 
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Shares transferable by deed — 
Price ^ 5 - or under 

i '■ i- 

Over 5 - to 15 - 

:: 

3 - - 4 - - 

1! 5 - - 7 10 - 

7 10 -,.10-- 

„ 10 - - 15 - - 

„ 15 - - 20 - - 

„ 20 - - 25 - - 


at discretion 
s. d. 

li a share 
3 
6 

7i „ 


1 3 
1 6 

2 - 
2 6 


25 - - . 
Small Bargain r- 


i per Cl 

—Lowest cornnrissiou ehargeabli 


STOCKBROKERS’ CONTRACT NOTE. 

,1. & W. PUDDLEHOLME, 

Stock and Share 10 Puudle Place, 

Brokers. Poddungton. 

Wh Augztst, 10... 

Mr. Hv. 1-IAWKINS, Puddle Bridge. 

Wo have this day Bought on your account, in accordance with 
your instructions and subject to the rules and regulations of tire 
i’uddlington Stock Exchange, 

500 Ordinary Shares in the s. d. £ s. d. 

Puddle Vale Colliery Co., Ltd., % 12 lOJ 
Commission . . . 1 ^ 


13 - =./32.5 - - 
Contract Stamp . . 1 - 

Transfer Stamp and Fee 1 17 6 


/J26 IS G 


For account 28tli August. 

J. & W. ' PUDDLEHO LME, 

Is. ' 

CONTRACT ! Members of the Stock 
NOTE I Exchange, Eiiddlington 
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A broker who l>as bought shares or slock for a client, 
sends the client a Bought Contract Note in the form shown 
on page 424; and when he has sold for a client he sends 
a Sold Contract Note in similar form. These notes must 
liear <d valorem revenue stamps, for which the clients pay. 
Tire olcrks of dealers and brokers meet in a room below the 
Slock Exchange and each day check off the transactions 
entered into by their emploj^ers on the day before. 

(4) Settlement. During the war, payment of transactions 
was required in cash ; but now, as formerly, .settlements take: 
place alx)ut the middle and the end of every montlu liach 
settlement extends over three days — ^four in the rase of 
mining shares, which start a day earlier than the others. 
The first is " contango " or " continuation '' day, as explained 
below. The second is “ ticket " or “ name ” day, when the 
clerks of members hand over tickets with the names of the 
buyers of tlie stocks. Tlic third is " pay day " or '' account 
day." Transactions in certain stocks are subjected to a 
clearing arrangement whereby intermediate <tpcrations drop 
out, so that tile name of the final buyer is passed direct to 
the original seller for the same account. 

(5) “ Bulls" and “ Bears" In normal times tlie greater 
part of Stock Excliangc business is of a sjieculative nature. 
iSuyers of stocks do not always intend to pay for tliem and 
take delivery; and sellers do not always intend to carry out 
their sales. A lioldcr of a given si'curity may sell because 
the price is at a high level, but he may not wish actually to 
part with his holding. He expects the price to fall almost 
at once, and he means then to buy back a similar quantity of 
the same stock, though not necessarily from the person to whom 

• he made the sale. If he docs buy back at a lower figure, 
he will have nothing to pay for the purchase, and will have 
to receive in respect of the sale only the difference between 
the higher and the lower price. In Stock Exchange parlance, 
such an operator is called a " bear." He is said to " sell for 
a fall,” that is, to sell when the price is high, in order to buy 
back when it is low. 
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Another and more numerous kind of speculative operator 
is called a “bull.” He “buys for a rise,” that is, he buys 
expecting the price to rise above the figure he pays and 
intending to sell again when it does. But the price may 
not rise as expected; and the operator may for that reason 
be unwilling to sell before next settling day. At the? same 
time, he may not be in a position to take delivery of the 
stock, because he cannot pay for it. In such case, he will 
probably try to find another operator to take delivery 
temporarily in Iiis place, and ho will pay a “ contango ” or 
"continuation” commission for this accommodation. The 
person who " carries over ” the stock for him buys it from him 
at the making-up price of the current account, and agrees 
to sell it back to him at the same price for payment in the 
next account. An alternative course for the “bull” 
operator would be for him to take delivery of the stock in 
the name of his banker, and to pay for it by borrowing from 
the bank on a margin of security, as explained in Chapter XXI, 
Section 4. 

Should the “ bear " operator be unable to realize his 
intention of buying back for the same settlement, he will 
have to part with the stock he sold if he actually possesses it. 
If, as is more likely, he has none in his possession, he will 
have to find a dealer to provide it temporarily for him. 
When there are many " bulls ” in the market, he will have 
no difficulty in effecting the carry-over, and he may even 
draw "contango” for taking delivery temporarily to accom- 
modate a “ bull." But should “ bears ” preponderate, it 
wiU be necessary for him to pay a commission called “ back- 
wardation ” to the person who lends him the stock he needs. 
“ Bear ” Operations, however, are more risky than “ bull 
transactions. For the latter, money can always be borrowed 
at a price, to pay for stock bought; but, in the former, stock 
may sometunes be unobtainable to deliver in completion 
of a sale, or it may be obtainable only at a prohibitive 
price. 
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(6) Other Stock ExcMt^e Terms — 

stag IS tlic name lor a person who has subscribed for a quantity of 
a now issue of shares, not intending to keep them, but Imping that 
tlie price will rise anif (‘iiiifitc liim to dispose of tlie shares at a iirofit. 

Option is a right which may bo exercised or not at the plcnsuro of 
the parson who has paid a fee to acquire it. 'J'he option niay lie to 
biiv so miieli ol a reitam stock at an agreed price not lalei than a 
.specifieJl dale. Tn tliat case it is termed a " call.'' Oi it may be lo 
sell on similar conditions, and then it is termed a “ put,” 'When the 
rigid is edhei tn hny or to self, it is said to be a double option, or n 
" put and call.” 

Giver and tuker-in. — A "•giver” is a "bull” who causes stock 
liougiit hv him to be delivered lo the " takcr-in " who is carrying it 

Serip. — f'oirectl) , the piovisional eerfificafe ol title given in respect 
of a new issue of shales or slock, "sciip” being a contracted form 
ol the word " siihscriptioii.” More generally, any kind of bearer 
certificate 

Walered Stock. — Stock representing a company's capital that lias 
been increased without any corresponding addition having been made 
to tlje. company’s assets. 

Trustee Stocks. — Secuiities in which trustees aie peimittcd by law 
to invest trust funds. 

Gilt-edged Socurities . — ^Jfritish Government slocks and other invest- 
ments of first-class quality as regards safely of both capital and 
interc.st. 

” Rentes." — ^Thc hVench term for loans raised by the Kreiich 
Government. 

(7) Official Quotations. Tlie Stock lixoliaiigc is.sues till 
oflicial list of the prices of all scnirilics (or llic quoling of 
which arran{;cnients have been made bv llie companies iincl 
other bodies that have issnetl the seenritics. The oHicittl 
quotation informs the public at about wlitil price it given 
security can be bought or sold. Bv .so tloiiig, it tends lo 
steady the price and it hcljis lowtirds free dealing. Not only 
do securities regularly quoted carry more favour with the 
investing public and bring better prices than those not so 
quoted, but new issues arc more readilj' taken up when they 
arc to be subject to these facilities. An official quotation 
will not, however, be granted unless the security to be quoted 
has been issued to the public in sufficient quantity to justify 
the quotation; nor until compliance has been made with the 
conditions that the Committee of the Stock Exchange has 
decided upon as pre-requisites to official quotation. Tliese 
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pre-requisites are intended to satisfy the Committee that the 
issue of the security, and the rights and conditions attaching 
to it. shall not be unfavourable to public dealings in it; but 
they do not in any other way guarantee the quality of the 
security as an investment. The Committee reserves the 
right to remove any security from the list in certain 
circumstances. 

The official list is published daily and contains official 
prices of all the securities named, whether business in tliem 
has been done or not during the day of publication. Part 
of the li.st contains a record of business actually done and 
of the prices paid. But it is not every transaction that is 
thus recorded. The fact of a bargain being recorded depends 
on whether the broker concerned has it marked or not, 
A broker will be careful to get the transaction marked for 
publication if he is wishful that his client should see irr the 
daily Press a record of the price, and should thus be able 
to verify the figui-e given in the contract note that the 
broker sends him. 

(8) Stock Exchanges aniihe Telegraph. The slock exchanges 
of this country are all connected by wire, so that the members 
of one exchange may learn immediately what is happening 
on any other. The principal exchanges of the world are in 
similar touch. Prices, therefore, tend to keep level every- 
where; for operators are always ready to take profits liy 
telegraphing buying or selling instructions to agents in other 
centres when prices arc favourable for doing so. The 
Exchange Telegraph Company’s machines deliver auto- 
matically in different parts of this country tape records of 
the prices current in London; and in this way the daily 
papers obtain their lists. As the cinematograph films in our 
picture theatres frequently show, these tape machines, or 
“ tickers ” as the Americans call them, are much more in 
evidence in the States than they are here. But “ Wall 
Street," by which name the New York Stock Exchange is 
known, is of all stock markets in the world the one where 
the most restless speculative spirit reigns. 
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Shares of small trading companies as, for e’xamjile, a bnck- 
inaking business or a cotton mill, sell most readily on Ibcir 
own local stock exchange. Slocks and shares of under- 
takings of wider interest, such as banks or steamship lines, 
or the largest or best known of our constructional works, 
sell as-> easily in London as in the provincial centres where 
the companies cliiefly operate. Government stocks and 
those of our most important railways, and many Colonial 
investments, sell readily in any centre here; whilst securities 
of international standing, as French Rentes or Union Pacific 
Railroad Stock, find a market in London only less active 
tlian tliat of Paris or New York. 

(9) Speculation and Investment. The .speculator }ia.s been 
defined as one who buys and sells securities or commodities 
for the gains he can make out of changes in price; the 
investor is he who buys securities for the income they will 
yield. To the speculator, changes in price are everything, 
The yield on a security is of little or no account to him, for 
he never intends to hold the security for any length of time. 
Tlie investor, on the other hand, looks to the permanency 
of the yield for an assured income; and, having made his 
inve.stment, he takes little notice of changes in its price, 
so long as the income coming from it has the appearance of 
continuing. But this theoretical line of distinction between 
investor and speculator is not found to divide them so rigidly 
in fart. Few investors there are but take some inlcresl in 
the market price of their invc.'>tmcnts, and might si’ll wlicn 
one. security is high in price or buy when another is low. 
And even the speculator may at times spare a thought for 
the possibilities or sirpposed possibilities iu dividend-earning 
capacity of the securities he operates in. With speculation 
in stocks and shares, as with all activitic.s of the gambling 
kind, what one operator gains, another loses; so that gains 
and losses roughly balance when the operators arc taken 
as a whole. But it is the professional manipulator, witli his 
first-hand information and readier means of action, that 
stands to secure the gains; and it is the outside public, with 

14-(1737a1 
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later sources of ‘‘knowledge and slower channels of motion, 
by whom the losses are likely to be borne. 

There is probably not a little truth in the contention that 
extensive speculative business provides the genuine buyer 
or seller with a readier market than he could get without it. 
This, however, does not imply that he finds the market a 
steadier one than he otherwise would. Pure speculation is 
not concerned with the permanent merits or demerits ot 
securities, but only with such passing conditions as bring 
chances of seizing transitory profits. The result is that 
Stock Exchange prices now and again take wild and heady 
leaps, and at most times flutter about more changefully 
than is warranted by any events likely to have lasting effects 
on the values of particular securities. Yet it is the duty of 
professional dealers in stocks and shares to provide the 
means of meeting public needs for acquiring or disposing of 
investments with every possible facility. So far as these 
dealers use their expert knowledge to foresee coming tendencies 
and act accordingly, buying when prices begin to droop and 
selling when they begin to soar, so far do they exercise on 
the vagaries of the market a counteracting and steadying 
influence. And this influence is aU to the good when genuine 
investors want to buy or sell. 



CHAPTER XXIX 


niK IN’DUSTKIAL SIRIJCTUKE 

I. Its Modern Growth. Our commercial and industrial 
system is to a fiieat extent a Rrowtli of repent times. Dates 
have, been named already in passing under review the develop- 
ments of banking, transport, insurance, and joint-sloek 
enterprise. But tirese parts ot the country's mercantile 
outfit arc only aiixiliarics to trade and manufacture.' They 
could cxpanil only as the pnaliiction and exchange of com- 
modities took on larger proportions, and became more 
efficient by the adoption of better methods and higher 
or^nization. 

Before the second half of the eighteenth century, our 
activities in producing and distributing the essentials of life 
differed considerably from our corresponding activities to-day. 
Agriculture, even in its then less dcvelojrerl stale, absorbed 
a greater portion of our energies, because, in comparison with 
the population, wc then grew in our own country iiuire of 
the food we needed. Clothing was not at that time a factory 
product as most of it is now; and even spinning and weaving 
were occupations followed in the home. In those day.s there 
were workshops and there was marbincry; but m.ac.hines were 
much less numerous and, like the hnnd-loom, (liey were 
constructed mostly of wood, only the hard-wearing parts 
being made of metal. Power was applied to them by the 
simple device of handle or treadle, or ]?erliaps by water- 
•wheel. Wc had ships for a foreign and for a coasting trade; 
but they were smaller and fewer than now. They, too, were 
built of wood, and they were propelled by wind and sail. 
Inland transport was effected by road-w.'ig<m, or by river 
navigation where that was possible, for there were neither 
canals nor railways. The haulage of merchandise and of 
passengers, which has become an immense and vital part of 
431 
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the trading system now, was then attempted only on a very 
limited scale. The stage-coach was the farthest advance 
made in facilities for travel. 

A change came about by the use of pit-coal being extended 
in two directions simultaneously, the results reached m one 
direction reacting from time to time on those reached ill the 
other. First, coal was converted into coke, and with its 
lieating properties intensihed by the power-blast, it was 
applied with increasing success to the smelting, casting, and 
puddling of iron. Mechanical contrivances fashioned in iron 
or steel began to be employed as machinery to supplant or 
supplement the old processes of handicraft. Secondly, coal 
was used to generate steam as the driving power of these 
new machines, with the result that the heavier tasks became 
leas arduous, the slower ones less tedious, and that bigger 
and more intricate operations could be undertaken. Between 
the years 1760 and 1830 so many new ideas were applied 
to methods of manufacture, and changes so great and dis- 
integrating followed in the condition of the workers, that 
the period has been called the "industrial revolution." 
Increasing demand for coal stimulated improvements in the 
means of getting it. Steam pumping-engines were used to 
draw off the water that accumulated in the workings of the 
mines; and it was out of this tjqie tliat Watt developed 
between 1763 and 1776 a steam driving-engine for machinery 
generally. 

During this time the old method of spinning had been 
superseded, and the process greatly speeded up, by the suc- 
cessive inventions of Hargreaves’s spinning-jenny, Arkwright’s 
water frame, and Crompton’s mule. Before the end of the 
century, weaving was being done on the power-loom of 
Cartwright, and hand, horse, or water power was rapidly 
being abandoned for steam. These inventions quickly caused 
the long-established domestic industries of the country to 
decay, and the factory system to spread. Steam power and 
costly machinery could be provided only by employers 
possessed of adequate capital; and they could be Used to 
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advantage 011I3’ in large-scale protluclion, Anri uiuler a closer 
organization tlian was, possible wlieie tlie liouaoliold was the 
unit ill tlie manufacturing scheme. 

From 1750 onwards, communications were improved by 
the building of good roads. These were soon followed !>y 
the cutting of canals, the Duke of Bridgewater’s Canal, com- 
pleted in 1761 lor the carriage of coal from Worsley to Man- 
chester, having demonstrated the adv^antages of this means 
of transport. By 1830, when the Liverpool and Manchester 
Railway was opened, Stephenson had succeeded in clevelo]Mng 
from the stationary steam-engine a locomotive capable of 
dragging a short train at a good speed over many miles of 
specially built rail-track. Iron sliips, also driven by steam, 
had been put to the service of transport by sea, and the era 
of works and factory, of railway and steamship, had been 
ddinitcly ushered in. 

a. Production and Its Factors. Man has many wants and 
asks for many things to satisfy them. “ Consumption ” is 
the economic term for the using up of wealth in appeasing a 
want or quenching a desire. Its correlative, “production,” 
refers to the providing of the means. Production may, 
therefore, be defined in a general way as any activity, or the 
whole mass of activities, by which man makes provision for 
the satisfaction of his wants. Such productive activity may, 
take the fonri of baking us a loaf or singing us a song, of 
clothing our bodies or healing our disease. In its popular 
use. the term is confined to the provision of material goods. 
Such would be the growth of wheat, the rearing of .sheep for 
mutton and for wool, the making of chairs or of boots, tlie 
manufacture of glass, or the printing and binding of books 
But this meaning is not wide enough, as we have many needs 
other than those for merely material goods. Again, pro- 
duction is not to be confused with creation. Man cannot 
bring into existence any material thing. He can, however, 
add utility to one that exists already. It is this latter pro- 
cess that goes by the name of production — ^the proce.ss that 
changes the situation or the form of things as they are found 
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in Nature so that the}' become of service to man. Though 
not considered a producer in the narrower sense, the boy 
who delivers the meat for Sunday’s dinner is as much 
engaged in changing the form or situation of Nature’s 
resources as the miner who digs from its subterranean bed 
the coal that, but for him, would remain unavailable fdr the 
supply of heat and power. 

What economists call the agents of production, or, more 
intelligibly, the fwAors of production, are usually said to be 
three in number, namely. Land, Labour, and Capital. 

(1) Land. That land is an essential factor in production 
is implied in the statement that man does not create material 
things, but merely adapts them to his needs. The land 
furnishes him with sites for his dwellings and workshops, 
with room in which to move himself about; and, by mining, 
with minerals and metals that minister directly to his coin- 
fort or his vanity, and indirectly as a means to the produc- 
tion of other goods. But the word “ land ” must here be 
stretched beyond its ordinary signification, and be taken to 
include sea, lake, and river; air, rain, and sunshine; and all 
the forces of Nature other than those that operate only in 
or through man himself. Earth, moisture, air, and sunshine 
are together a highly important factor of production, in that 

rtheir interaction brings about the fertilizing of seeds and the 
growth of vegetation. Thereby food-stuffs in enormous 
quantities are obtained for consumption by man and beast, 
as well as timber, rubber, cotton, and similar commodities 
for extensive use in manufacture. The sea and inland 
waters are also important factors in production. Not only 
are they an inexhaustible source of one variety of food; but 
they provide a ready means of transport, and thus play 
no small part in that change of form and situation by 
which the natural wealth of the earth is exploited for the 
satisfying of men’s wants. 

(2) Labour. It is only in tropical climates, where Nature 
is profuse in her bounty, that man can draw his sustenance 
from the produce of the earth without considerable effort 
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of hii own. In most of the hahitnblc pahs of tlie globe 
Nature has to be coaxed, guided, and controlled — forced 
sometimes — into the supplying of our needs. Laiwl in tlie 
wider sense indicated above, and the labour of man exerted 
upon it, are the two indispensable factors in the production 
of the' things we require for our sustenance and pleasure. 
In the uncivilized state, each man attempts himself to find, 
or grow, or make, nearly all the things he wants; but eventually 
he learns that more can be accomplished by co-operation 
with his fellows than by independent individual action. 
Labour thus becomes specialized, one man tending more and 
more to occupy himself with the kind of work in which lie is 
most proficient, and satisfying his desires for other tilings 
by exchanging his own products for those of other men 
exclusively occupied in other pursuits. In tliat stage of 
soci^ity, as an earlier chapter explains, money is brought into 
use as a medium of exchange, and as a standard by which 
to value the various cormnodities turned out. As machinery 
comes to be introduced and exchange extended to an 
increasing variety of goods, tlie processes of manufacture 
and of commerce become more specialized and more 
complicated. 

" Labour '' has just been defined as a fashioning and con- 
trolling activity brought to bear by man on the materials 
and forces of Nature as they exist apart from himself. 
All labour, inasmuch as it is human effort, must contain 
more or less of a conscious, intelligent, and purpo.seful clement. 
Without this quality in liis work, the labourer would be a 
machine and nothing more, moving just as he was prompted 
by the mind of another, and without applying to his actions 
•any directing thought of his own. The labourer is never 
such a machine merely. Still, a large part of the directing 
and controlling function of the worker has been taken over 
and specialized in by the employer or manager of labour. 
For that reason, organization and management — ^the part 
contributed by the undertaker or organizer of enterprise, 
the enirepreneur as he is frequently called — is often treated 
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as a separate agent or fai-lor uf produclion. Nevertheless, 
it will coiifliuv til i-leiinicss and to evai-liu-sri of rinalysis i{ 
organization anti nninagemenl are looked upon only as work 
of a specially skilled kind. Labour can then be divided into 
two main classes — a large class of workers applying various 
degrees of intelligence to the immediate operations their 
hands, directed by a smaller class that plans the work to be 
undertaken, makes provision for the necessaries wherewith 
to set about it, supervises its execution, and arranges for the 
disposal of its product. 

(3) Capital. Here, again, it is necessary to make some 
reservation. Capital is not a third factor of produclion quite 
distinct from the other two, but is itself a product of these 
two. The capital of a railway, for example, exists chiefly 
in the form of permanent way, stations, works, and cabins; 
engines, wagons, telegraphs, and stores, That of a msfnu- 
facturer comprises the buildings and machinery of his works, 
with his stocks of raw materials and of finished goods. Yet 
all these things are but products of labour expended on the 
land, or on materials the land provides. 

The reason why capital is made to rank as a distinct factor 
in production is that, before a business of modern magnitude 
can be set agoing, a large amount of wealth must be spent 
, in equipment and in stocks. The architects or controllers 
of the enterprise must have in their possession, or must be 
able to procure, sufficient money or credit to buy the stocks 
and equipment necessary for making a start and for carrying 
on. But these necessaries are themselves products of labour, 
products that have not been consumed, but have been kept 
to be applied as plant, machinery, tools, and so forth, to the 
purpose of making further production all the casiei'. In its 
stricter economic meaning, capital is conceived as consisting 
of wealth previously produced, and saved to help in the 
production of more wealth. 

As used by accountants, the term signifies the money or 
money value that a person possesses in his business at any 
time. Tile amount of tlie capital is represented by the 
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excesb of the business assets over liabilities to outside aeditois, 
Sin h piirtioii .is is sunk in iierinaiUMit i‘(|uij)men( like bnildini's 
and iniii'liiiu'ry is termcil the “ fixed caiiilal ” of the business, 
whilst tliat absorbed by lloatinf' assets .siieli as slock and 
book debts is called the “ i iiTulatiiif^ eaiiital." This i-oin- 
mereJal definition includes land; but tlie precedinj; ecoiioniic 
one does not, hecuuse, except in so far as its naliinil slate 
has been arliliiially improved, lanil is not a product nl Die 
labour of man, idirtlier, from the point of view of the 
investor, a loan to the Government would be capital, because 
the investor would use the loan, as the trader emiiloys his 
husiness capital, to produce an income on which he may live. 
But, from the national or social point of view, such an invest- 
ment would not be capital, nor cvcui wealth, if the Govern- 
ment had expended the money in the destrii<-live activities 
o& war, instead of haviiiR allowed it to be employed in the 
fruitful processes ot industry as an instrument in the 
production of new wealth. 

3. Kinds of Industry. Economi.sts draw a distinction 
lictwecn industry and commerce. The fonner thej' apply to 
such activities as mining, building, and manufacture. The 
latter lliey reserve for tlie occupations of buying aiifl selling, 
of making and receiving payments, for insurance and banking 
Inisiness, and finance. In its everyday u.se, tlie word, 
" industry '' means attention and apjilicalioii to any task 
undertaken, whatever the nature of tlie work may lie. it is 
permissible, therefore, for want of a more suitable term, to 
employ the word, in the title of this chapter and in the 
heading of this section, as a name to cover business opera- 
tions of every kind — to take in, as production in its widest 
sense also takes in, the sum total of man’s e.xertioiis in 
supplying himself with all he needs. 

The occupations of mankind are commonly cla.ssified thus — 

(1) Collecting and extractive industry. 

(2) Manuiacturing and constructive industry. 

(3) Commerce. 

(4) Direct services. 
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and Police, regulations for lighting, sanitation, and so 
on — in short, the provision of conditions in which it is 
possible for industry to be conducted with regularity and 
justice, and without undue hindrance or unnecessary 
friction. 

4. Organization of Industry. Many of the featuTcs of 
industry belonging to this head have been dealt with already 
in various places. The preceding chapters of the book have 
been concerned with the inelhods employed in narrower or 
wider sections of commercial and industrial life. They have 
treated of office routine and equipment, of organization as 
appbed to the single business, of the legal principles to be 
observed in bargain-making, the rules to be followed in 
dealing with such instruments ius cheques and bills, the pro- 
cedure to be taken in importing or o.xporting goods, the 
facilities offered by banks and insurance offices, by the fail- 
ways and the shipping companies, by the Post Office and the 
Stock Exchange. It is the purpose of tiiis, tlie final chapter, 
to gather all these diverse activities togetlicr in one general 
presentation ot the industrial structure. Production is 
essentially co-operative in its methods, and is not merely an 
agglomeration of independent and unrelated individual efforts. 
The intention here is to present the many sections of indus- 
trial activity as related members of a whole; to show that 
they must be adapted to each other in .such manner that 
they shall work together more or less .successfully, like the 
co-ordinated parts of a complex machine, 

Organization in industry, so far as it has yet been 
deliberately worked out, is usually a matter of the indi- 
vidual business. There is not, as a rule, any organization 
embracing the whole of one trade, and there is no complete- 
scheme of regulation under which all the industries of the 
country are run as a unified system. Apart from the single 
business, the more cfficicnlly organized parts are the markets 
that are called exchanges, together with the banking, insur- 
ance, and transport institutions of the country. These have 
been previously described; also the efficiency of machinery 



THE INDUSTRIAL STRUCTURE 441 

in the increasing of production has been dwelt upon. The 
principle of the division of labour asserts itself as industry, 
develops, because one business can usually carry on one class 
of trade more economically than it could several trades of 
different natures; and because one workman by specializing 
in OIK? kind of work can do that with more effect than he 
could perform duties of different kinds. 

What may be termed the organization of capital need not 
again be more than mentioned. It may just be recalled that 
the smallest businesses are likely to be owned by single 
persons; the larger ones by two, or three, or more, partners; 
wliilst the largest ot all arc likely to be constituted as joint- 
stock companies. This last-named method of finance col- 
lects and makes use of many fragments of capital that would 
otherwise often lie idle for want of ready and suitable open- 
ings for their employment. By collecting numerous small 
deposits and rendering them available in larger masses of 
credit, the banks perfonn a similar scrvico to the commercial 
and industrial world . Exceptional circumstances disregarded , 
the more capital put into industry, the greater will be the 
wealth produced. Production will be increased, too, as the 
efficiency of organization is developed. And, provided it is 
distributed fairly, the greater the wealth created by a com- 
munity. the greater will be the physical comforts, and the* 
sentimental or intellectual satisfactions, that the members 
of that community may enjoy. 

5. Competition and Monopoly. Conditions prevailing lately 
have brought home to us very forcibly the fact that, for many 
of the commodities .sought in satisfaction of our wants, we 
are prepared to pay much more than the prices asked in pre- 
'war days. Some commodities, it appears, have all along 
been worth more to us than we used to pay for them. But 
other kinds were not; for, when one of these could no longer 
be obtained at the old price, we either found a substitute 
tliat was cheaper, or we let the want go unsatisfied. Tn the 
language of Political Economy, goods of the former class had 
for the consumer a surplus of utility for which he had not been 
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giving full value* in exchange. When it brings goods to 
market at prices lower than the public could be forced to 
pay in other circumstances, competition amongst sellers 
operates to the benefit of the consumer as against the pro- 
ducer. It may be that the competition simply decreases the 
surplus that would fall to the producer over and above his 
production costs — ^that it keeps his profits from swelling to 
unreasonable dimensions, or tlial it retluces them, perhaps, 
to the barest remnant at which he can continue to produce. 
On the other hand, the competition may cause the processes 
of manufacture, or those of distribution, to be simplified and 
cheapened. In so far as it results in the production of as 
many or more goods with less cxpejiditurc of labour than 
before, it is a benefit that, under a just and efficient system, 
all classes of society would share in. 

As a matter of fact, however, competition becomes so keen 
and so active, that it often increases very considerably the 
expenses of distributing commodities. Were a producer to 
refrain from incurring these high selling expenses, he would 
fail to lay hold of his share of the trade that was going. 
Thus are all producers forced to fight for their own; the 
marketing of their goods is maintained at a costly level, or 
made more costly still; and the price is probably raised all 
^round. So heavily does tlris evil result of competition weigh 
upon producers, that for a long time now a counter tendency 
has been at work amongst them. By combining, they try 
to eliminate the evil, to cut down costs, and to keep the 
savings, or much of the savings, for themselves. But the 
trouble here again is that, when such a combination enjoys 
anything like monopoly, it is not, as a rule, easily satisfied 
in the matter of profits. It may put its prices up against the 
public in order to make fat salaries for its managers and big 
dividends for its proprietors. The consumer’s surplus would 
then be eaten into by the producer. He would encroach 
upon it just so far as he dare without beginning to turn away 
the demand for the commodity; or be would endeavour to 
fix his price at that point, where the profit then shown on 
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each article produced, multiplied by the number in demand 
at the price, would bring him a greater revenue than he 
could get by selling at any other price. He would keep 
prices as high as he could; and this he would do against the 
interests of the community generally and for the pecuniary 
gain sf only a few of its members. 

Combinations for the elimination of competition and for 
the control of selling prices take various forms. A crude 
example would be that of a powerful railway which first cut 
rates against a small competing line; and, having in that 
way beggared its undesirable neighbour, next proceeded to 
buy the ruined undertaking up at a fraction of what it had 
cost to build, Anotlicr example would occur where several 
steamship lines fonned themselves into a “ ring ” and agreed 
upon the rates that all of them should thenceforth charge. 
Peffhaps they would offer a rebate, payable only after the 
lapse of twdvc months’ time, to shippers who were then 
continuing to use the ring; and would hold the refusal of this 
rebate as a threat over the heads of any that might desire 
to change. Again, two or three large works engaged in 
related processes of industry might amalgamate into one huge 
self-contained concern; or a dozen or a score of smaller busi- 
nesses all pursuing the same kind of trade might draw 
together and form a “ combine ” under a single board of 
management. To make the combine a succe®, it would be 
necessary to prevail upon all important competitors to join 
in the new company. And, to induce all to part with the 
control of their businesses, offers of tempting purchase-prices 
would be needed. For that reason a combine is likely to be 
over-capitalized from the start. The very hugeness of the 
. undertaking renders close and careful administration difficult; 
and the personal, interest and incentive that each old pro- 
prietor had in his own business is taken away. These condi- 
tions work against efficiency in the amalgamated concern, 
so that the results it achieves in practice are probably very 
different from those that theory figured out beforehand. 
One of the most successful movements of this kind is that 
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which for a generation has been proceeding in the banking 
system of England. 

“ Cartel ” is the Continental name for an association of 
manufacturers or others who have joined in a working 
arrangement for a period. It usually concerns itself chiefly 
with agreements in regard to selling; and, apart from‘'''these 
agreements, the members of the cartel continue to keep the 
direction of their properties in their own liancls. The loose- 
ness of the combination is its weakness and, as one member 
and then another has or fancies he has cause for dissatis- 
faction, the association tends to fall asunder. “ Trust ” is 
the American term for a permanent combination that con- 
cerns itself with control in the production as well as in the 
marketing of its goods. If, as in the United States, it can 
carry on its operations behind a tariff that keeps foreign 
competition out, then it may exploit tlic consumer’s surpRis 
so far and so long as the public will tolerate it, or new internal 
competition will allow. 

None of the attempts to cure the evil and retain the good 
of competition has been ideally successful. Force of circum- 
stances led this country to appoint a Minister of Ti'ansport 
to control internal transport ; but that stqi has been, in 
part, retraced. Some other countries took over the owner- 
•^hip and management of their railways years ago. With us 
the trend of events points towards some State regulation 
of mines and electricity supply. Municipal control of gas, 
water, and tramways is already the accepted method of 
carrying on these undertakings ; for one reason, bccau.so 
competing gas-mains or tramway-routes under private owner- 
ship could not be pennitted within the limited area of an 
ordmary town ; and for another, because municipal enter- 
prises of this kind* have turned out well on the whole, 
The necessity of keeping expenditure within revenue is a 
strong incentive to efficiency under private owncrshiji; but 
under State management it loses much of its force, lixperi- 
ence, too, of the wasteful methods of bureaucracy, and of its 
want of intimate touch with public needs, does not help 
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confidence to turn as hopefully as might be in this direction. 
At present, it would seem that, throughout much of the 
industrial structure, organization of control is in a transition 
state, and involved in a process of experiment. What more 
stable or more satisfactory form may yet be set up it is for 
the future to reveal. 

6. Sharing Industry’s Output. Tlie output of industry is 
shared amongst the factors of production. Labour’s claim 
is the most direct; that of land, and that of capital, need 
some little explanation. 

(1) Labour's Share. In the imaginary primitive state of 
man, where the individual himself gathers from Nature all 
that he wants or can get, the whole product of his industry 
is his own. But where he lives in organized .society and only 
takes a part in the production of some one class of goods, 
he'^s entitled to a share only of the product. For example, 
if he is engaged in deep-sea fishing, his share will be a portion 
only of the value of the haul, which others as well ns he 
have helped to take at sea and bring home to port. 

The production of coal will serve for further illustration. 
If land were free to be used by anyone, and if a man could 
without assistance dig into the earth and extract a quantity 
of coal, what he got would be all his own. It would be his 
to burn for warmth, to barter for other desirable things, or 
to sell for money with which to buy what else he liked. 
But the coal would probably be so deeply bedded in the 
earth, and the operations of hewing and raising it so heavy, 
that the man could not carry them out himself. He would 
work as one of a gang, and the value of the coal produced 
by all would be shared by him with his fellow-workers. 

' For the purpose of ensuring harmony and efficiency of effort, 
the gang would have a leader, whose duty it would be to 
supervise the operations, co-ordinate the men’s individual 
exertions, and give orders with tliat end in view. Thereby 
the gang would work with more unity of aim, and each man’s 
labour would contribute more to the common end. Though 
the leader himself hewed no coal, but simply watched and 

IS— (17S7A) 
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guided, he would' perform an important part in the process 
of production, and would be entitled to a corresponding share 
of the coal that was won. If, by taking thought about the 
planning of the workings, or the installing of haulage equip- 
ment, or about other matters, he could reduce the expenditure 
of labour without diminishing the output of coal, all tlrte men 
would stand to benefit by the exercise of his superior talent. 

It would be in their own interest to retain and encourage his 
scheming ability by paying for his services on a higher scale. 
This does not imply that the name "manager” necessarily 
carries with it a right to more remuneration than the ordin- 
ary worker gets. But it does mean that exceptional talent, 
when actually found, either in manager or worker, is worth 
a higher rate of pay. 

But coal, if it remained at the pithead, would be of little 
use. It has to be screened and sorted for different purpofies, 
loaded into railway trucks, weighed and invoiced, hauled 
long distances, carted or bagged, and delivered to the users. 
Every worker, therefore, whose labour goes io lielp in the 
distributing of the coal comes in for a part of its selling price. 
The share of labour, then, in the value of any commodity 
includes not only the wages of the workers concerned in its 
more immediate production, but those of all engaged in 
^auxiliary processes and of the other workers who organize 
and supervise all these activities. 

(2) The Landowner’s Share. Land is a necessary factor 
in coal production, as it is in regard to commodities of many 
kinds. But land itself differs from the labourer, in that it 
does not work to live. The labourer needs wages wherewith 
to procure things necessary to sustain his life, and he works 
in order to obtain the wages. Land itself, then, has no- 
claim to share in the product. It is, however, limited in 
quantity, in a country sucli as this, at any rate. The air 
is free and abundant for all men to breathe, and the sea -for 
the ships of any man to sail upon; but land, though a gift 
of Nature, is not plentiful enough to allow everyone all that 
he may want of it. Some of the inhabitants of the country 
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find themselves, therefore, in possession ’ of all the land, 
whilst the remainder and the majority have none at all. 

A person who possesses no land of his own may have tlfo 
need or the occasion to engage in some kind of production 
for which land is essential. Should the price he can com- 
mand for the commodity he produces be such that it leaves 
him an appreciable surplus ovei- all other costs of production, 
he w.ill naturally be prepared to part with a portion of this 
surplus in return for the use of land of the kind he needs. 
He will, to use common language, be willing to pay rent for 
the land to its owner. Were the orvner indifferent about 
letting his land, the producer would voluntarily press the 
request to be allowed to pay the rent, if thereby he would 
be enabled to follow his occupation. And whether the land 
were in- private hands, or administered by the State, would 
mhlce no difference to the producer’s need of it, and his 
willingness to pay what he could afford for its use. 

It is, then, because land is, an essential factor in production, 
and because it is limited in quantity, that the holder of the 
land finds himself in a position to take toll out of the pro- 
ducts of industry — and this, though he takes no active part 
in the processes of production, and though his land is not 
reduced in quantity or in value by its being used. For 
agriculture and for buildmg purposes, his toll is called renl;^ 
and is measured by the acre or the yard. In mining opera- 
tions he is usually paid a royalty of so many pence a ton of 
output. It follows, of course, that where the land is of no 
use to others, the owner gets no rent; and where it is of 
exceptional use, or in great demand, as in the centre of a 
busy city, his rent is high in consequence. 

(3) The Share of Capital. In the cursory presentation just 
given of the production of coal, one important element of 
the process has been left out of view. Ordinarily, before a 
mine can be got into work, a large expenditure of capital 
must be made, and the same is commonly true of productive 
enterprise in other forms. The capital expended in the 
sinking of the shaft will have its utility entirely exhausted 
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by the time tliafthe mine is worked out. The capital coti- 
tributed in the shape of machinery and plant will gradually 
become exhausted too, as the machinery and plant wear out. 
Moreover, the shafts and the tunnels, the engines and boilers, 
pumps and ventilating fan.s, the cages, tubs, rails, chains, 
and so on, must all be kept in good going repair. Tlw cost 
of the gradual exhaustion of the capital laid out, and the 
costs of repairs of many kinds, must all be recouped out of 
the value of the coal produced; unless tlie mine, instead of 
adding to the wealth of the community, is to swallow up 
some of the wealth that the community alreadj' possesses. 
The capital used in the mine has been advanced out of wealth 
previously produced and saved. The owners of this capital 
are, therefore, entitled to have its equivalent paid back to 
them out of that new wealth, the production of which 
gradually uses up the old wealth they advanced. 

■ The shareholders in a colliery company want more, how- 
ever, than mere repayment of^^their capital. They expect 
in the meantime a yearly share of profits, in the shape of 
dividend or interest. Part of the dividend or interest paid 
to them resembles the rent paid to the landowner. It is a 
toll payable to the capital-owner out of the proceeds of 
industry. Producers pay this rent of capital more or less 
jvillingly because, in the industrial system of to-day, capital 
is an essential of production; and because, like land, the 
quantity available is limited and appropriated. Another 
part of the dividend expected is usually looked upon as 
compensation for the risk of the capital being lost, a risk 
that is always present in greater or less degree in commercial 
and industrial ventures. A third part may be considered 
as payment for organizing ability, if the owners of the pro- 
perty do in fact exercise such ability to any extent without 
other recompense. 

There are, therefore, three sets of claims to shares in 
industry’s output — (1) those of labour of all kinds including 
the labour of the organizer and the manager ; (2) those of 
the owners of land for rent or royalty; (3) those of the 
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capitalist for renewal of exhausted capital and for dividend 
or interest. With them must he placed the claims of then 
Government and the municipality for contribution to the 
costs of law and order. What share finds its way to one 
factor or another depends on how much, according to the 
constiftition of society, that factor is in a position effectually 
to demand. Of the struggle that goes on between the 
managing class and the labouring class about the division 
of the produce, the community as consumer cannot be 
expected to remain a quiet and disinterested spectator. 
It seems unreasonable that society at large should suffer 
interruption of the necessaries and amenities of life because 
two sections of a trade cannot come to terms for working 
amicably together. From the public point of view, each section 
is entitled to whatever share it can make out a just claim for, 
wiA all the varied circumstances kept in view. And, sooner 
'or later, there must be set up for every trade some permanent 
adjudicative machinery, by appeal to which disputes may be 
settled as fairly as possible, without recourse being had to the 
rough argument of strike or lock-out. After all, a community’s 
aims are simply to supply itself with the things its members 
need for comfort and contentment. With all the members 
willing to share in the necessary work of providing these 
things, it should not be beyond their collective wisdom to 
devise means for allotting to each a fair and acceptable share 
of the output of the whole. 
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BRITISH DECIMAL COINAGE 
The following table sliows a proposed scheme of decimal 
coinage agreed upon in joint conference by the Institute of 
Hankers, the Association of Chambers of Commerce, and the 
Decimal Association. It is suggested that the £ sterling be 
retained, unchanged in weight imd fineness, as the monetary 
unit, because of its u.se tliroughout the world in the settle- 
ment of international transactions. Tliis is considered to be 
of greater importance than the retention of the penny. 

TABLE OF COINS. 



Coins. 

£ 

Nbls. 

T-BOIVALUNT V^LUE 

Present LUREr.\’0v. 

Gold or 
Notes 

Sovereign i 

Half-sovereign | 

1000 

•500 

1,000 

500 

Sovereign 

Half-sovereign 

Silver , 

1 

Double Florin 
Florin 

Half Florin or > ' 
Shilling > 1 

Quarter Florin 

•200 j 200 1 

•100 ' 100 ' 

•050 .SO 

•025 . 25 j 

Two Florins 
Florin 

Shilling 

Sixpence 

Nickel j 

10 Mil Fiecc 

5 Mil Piece 

•010 10 
•005 . 5 

2-4 ponce 

Bronze 

4 Mil Piece -004 

3 Mil Piece -003 

2 Mil Piece -002 

Mil Piece ' -001 

4 

3 

2 

1 

•96 pence 
•72 pence 
•48 pence 
■24 pence 


A comparison of the foregoing table of coins with those 
of our present system will show that — 

(a) The crown, half-crown, and threepenny-piece are 
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eliminalecl; bill, jJendiiig tin- withdrawal of the two former 
from circulation, they would be exactly e.xpiiwed as 250 
£uid 125 mils respectively. 

(i) All our other gold ami silver coins arc retained without 
alteration in their present values. 

(c) Two nickel coins are introduced. All risk of "their 
being confused with our silver coins couUl be oliviatcd by 
their liaving a scalloped edge or by other suitable vari^ition 
of outline so as to facilitate identification by touch. 

{cl) Notwithstanding the provision of an enlarged range of 
low-value coins (so as to make possible a greater variety of 
prices in articles of low value), the total number of coins 
would not be greater than that o[ our present system. 

Accounts. 

The high value of the ^ sterling renders it necessary to 
employ a third figure after the decimal point, in order to 
express any value lower than the Equivalent of about 2J pence 
or 10 mils. This disadvantage is more apparent than real; 
for, on comparing the above “ £-inil ” system with the coin- 
age of other countries, we find that, while it involves one 
more figure after the decimal point, it saves one or more 
figures before the decimal point. 

* The total number of figures required to express any given 
amount in pounds and mils would thus never be greater and 
would usually be less than that required to express the 
equivalent value in other coine^es. 

It would furthermore be practicable, although, of course, 
not compulsory, to continue our present three-column method 
of cash entry, in which case no decimal point need appear 
in our account books, as the existing cash columns — ^named 
£ /. m. instead of £ s. d . — ^would conveniently separate 
the pounds from the florins and the florins from the 
mils. 

The example on the next page illustrates this feature and 
also demonstrates that for sums of less than a pound it would 



APPENDIX 453 

be unnecessary to enter the figure 0 before the integer in the 
mils column. 


Example. 


L 

L\ i-\ 

m. 

l-i>50 

1.2 

so 

1-02S = 

1 ; - 

25 

•OOS 

! 

5 

2-280 TolaU 

. 2 i 2 

SO 


Note. — ^Thc " floiins ” column would never contain more than one 
figure and the " mils " column never more than two figures. Compare 
this with the present possibility ol two figures in the " sliillmgs " 
column and lour figures in the " pence ’’ column. For example — 
although the expression |£I"948 involves the maximum of three figures 
after the decimal point, its equivalent in our present system, viz., 

18.S. 11 Jd. requires the use ot six (».«., twice as many) figures aftei 
the unit. The lormcr cxpre.ssion, besides being much shorter, ha.s 
the lurthej advantage that, as ail the figures arc m decimal relation, 
they may bo added, multiplied, and so on, by simple arithmetic instead 
ot the compound arithmetic required by our present sy.steni. 

How THE Chang? can be Effected. 

As to the machinery for giving effect to this reform, it has 
been shown above that many of our existing coins could be 
left in circulation, but it will be understood that each would 
be described, for purposes of account, by its equivalent value 
in mils. 

The redundant silver coins (crown, half-crown, and three- 
penny piece) would be withdrawn from circulation. The 
new range of mil pieces of values lower than our present 
sixpenny piece would be issued through the banks and Post 
Offices in exchange for our present bronze coins at the rate 
of 25 mils (in any desired variety of new coins) for each 
sixpennyworth of “ coppers ” (made up of pennies, liall- 
• pennies, and farthings in any proportion). 

All pennies, halfpennies, and farthings mt so exchanged 
would pass as 4, 2. and 1 mils respectively until withdrawn 
from circulation. 

In all new issues of coins, their respective values in mils 
should be stamped upon them in figures {e.g., “ One Florin 
OF 100 Mils ”). 
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II. 

ILX'IMIACTS FROM TUI': R.Frolui: 


COMMITTEE ON CURRENCY AND FOREIGN EXCHANGES 
AFTER THE WAR. 

Twr Cuurkncv Svstrm BiiFOUK Tin; w.ui, 

2. Under the Bank Charter Act oC 1844, apart from llie fkUiciary 
issue of the Bank of Eiiglaial ami the notes of Scotlisli and Irish Banks 
of Issue (which were not actually legal tender), the cnrrency in circula- 
tion and in Bank reserves consisted before the war ontirtly of gold 
and .subsidiary coin or of notes repre.senting gold. Gold was freely 
coined by the Mint without any charge. There were no restrictions 
upon the import of gold. Sovereigns were freely given by thc! B.ink 
in exchange for notes tU par value, and there were no obstacles to tlie 
export of gold. Apart from the pix'sentation for minting of gold 
fdready in n.se in ilic arts (which under normal conditions did not take 
place) "there was no mean.s wlierehy the legal tc.Tider currency could' 
be increased except the inrportation of gold from abroad to form tile 
basis of an increase in the note issutfof the Bank of England or to be 
lireseiited to the Mint for coinage, and no means wiiereby it i.'.ould be 
diminished (apart from the normal dem.'uid for tin; arts, amounting to 
about ;£2,000,000 a year, which was only partly talom out of tlie 
currency snpph') except the export ol Inilliou or sovereigns. 

3. Since the passing of the Act of 1844 tliere ba.s Ircen a great 
development of thc cheque system. The osscnco of that system ia 
tliat purchasing power is largely in the form of liank deposits operated 
i-jpon by cheque, legal tender money being required only for the pur- 
pose of the reserves held by the banks against those deposits and for 
actual public circulation in connection with the payment of wages and 
retail transactions. The provisions of the Act ol 1844 as applied to 
that system have operated both to correct unfavourable exchanges 
and to check undue expansions of credit. 

4. When the exchanges were favourable, gold flowed freely into this 
country and an increase of legal tender money accompanied the 
development of trade. Wlicn the balance of trade u'as mifnvoiirablo 
and the exchanges were adverse, it became prohtable to export gold. 
The wonld-be exporter bought bis gold from the Bank ol Jiiiglaiid and 
paid for it by a cheque on his account. The Bank oiitaiued tlie gold 
from the Issue Department in exchange for notes taken out ot Us 
banking reserve, with thc result that its liabiiilies to depositors and 
its banking reserve were reduced by an equal amount, and the ratio 
of reserve to liabilities consequently fell. If the process was repeated 
sufficiently often to reduce the;ratio in a degi-ee con.sidered dangerous, 
the Bank raised its rate of discount. The raising of the discount 
rate had the immediate effect of retaining money hero which would 
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otherwise have been remitted abroad and nt attracting remittances 
fiom abroad to take advantage ot tin- liigher rate, finis clicckmg the 
outflow of gold and even reveising the stream. ■* 

5. If the adverse condition of the exchanges ivas due not nicrelj'- 
to seasonal fluctuations, but to ciicumstanccs tending to create a 
permanently adverse trade balance, it is obvious that tlio procedure 
above described would not have been sufficient. It wotdd have 
resultdll in the creation ot a volume of short-dated indebtedness to 
foieign countries which would have been in the entl disastrous to our 
credit and the position of London as the financial cenlie ol the workl. 
But the raising ol the Bank’s discount rate and the steps taken to 
make it elfcctivo in the market necessarily led to a general rise of 
interest rates and a restriction of credit. New enterprises were there- 
fore postponed and the demand for constructional materials and other 
eapital goods was lessened. The consequent slackening of employ- 
ment also diminished the demand for consumable goods, while lioMers 
of slocks of commodities carried largely with borrowed money, being 
confronted with an increase of interest charges, if rot with actual 
difficulty in renewing loans, and with the prospect of falling prices, 
tended t# press their goods on a tveak market. The result was a 
decline in general prices in the home market which, by checking 
imports and stimulating exports, corrected the adverse trade balance 
which wa.s the primary cause of the difficulty. 

6. When apart from a foreign drain ol gold, credit at home 
threatened to become undul]^ Expanded, the old cun'cncy system 
tended to restrain the expansion and to prevent the con, sequent rise 
m domestic prico.s which ultimately causes such a drain. The expan- 
sion ol credit, by forcing up pricc.s, involves an increased demand for 
legal tender currency both from the banks in order to maintain their 
normal propoition of cash to liabilities and from the general public 
lor the payment of wages and for retail transactions. In this case 
also the demand for such currency fell upon the rencrvc of tho Bank 
of England, and the Bank was thereupon obliged to raise its rate <* 
discount in order to prevent tho fall in the proportion of that reserve 
to it.s liabilities. The same chain of consequences as we have just 
de.scribed followed and speculative trade activity was similarly 
ro.straincd. There was therefore an automatic macliinory by which 
the volume of purchasing power in this country was continuously 
adju.sted to world prices of commodities in general. Domestic prices 
were automatically regulated so as to prevent excessive imports; and 
the creation of banking credit was so controlled that banking could 
be .safely permitted a freedom from Slate interference which would 
not have been possible under a less rigid currency system. 

7. Under the.se an-angements this country was provided with a 
complete and effective gold standard. Lhe essence ol such a standard 
is that notes must always stand at absolute parity with gold coins of 
equivalent face value, and that both notes and gold coins stand at 
absolute parity with gold bnUion. When these conditions are ful- 
filled, the foreign exchange rates with all countries possessing an 
efiective gold standard are maintained at or within the gold specie 
points. 



456 MODERN BUSINESS AND ITS METHODS 


Changes which have Affected the Gold Standard 
DUR rNc. THE War. 

' 8, It will be obsciveil that the fall in a iiiimber nl tlu' foieign 
exchangc.s below the old cxpoi t siJecic points which ha.s taken place 
since the early part of 1915 is not by itsell a prool that the goid 
standard lia-s broken down or ceased to be elTi'clive. J luring the pre- 
sent war the depredations ol enemy submarines, high heights, and 
the refusai of Ihe Government to extend St.ite insniance to gold 
cargoes have gieatly ineroa.sed the cost of send mg gold abroad. The 
actual cxpoi t specie point has, thereloic, iiuiwd .i Jong way from its 
old position. In view ot our enoimoiis demaiid.s lor imports, cdupled 
with the check on our exports due to the war, it was natural that our 
c.xclmnges with neutials should move Inwards Hie export specie point 
Consequently, the lull in the cxpoi I specie point would by itself 
account for a large full in our exchange rates. Such a fall must have 
taken place m the ciicumstances, even though all Ihe conditions of an 
ctlectivc gold standard had been fully maintained. 

9. Thu course of the war has, howevoi, bi ought infliieiiccs into play 
in consequence of which tlie gold standard has ceased to he effective, 
In view of the crisis which arose upon the oiilhreak of w.C", it was 
considered necessary, not merely to authorize the .suspension of tile 
Act ot 1844, blit also to empower the Trea.siiTy to issue currency notes 
lor one pound and lor ten sliillings as legal tender throughout the 
United Kingdom. Under the powers ^iveii by the Cmrency and Bank 
Notes Act, 1914, the Treasury iindeilook to issue such notes through 
the Bank of England to bankers, as and when lequired, up to a 
maximum limit not exceeding for any bank 20 per cenl. ol its 
liabilities on cuircnt and deposit accounts. 'J'hc amount ot notes 
issued to each bank was to be treated as an advance bearing interest 
at the oiirrcnt bank rate. 

10, It is not likely that the internal demand lor legal tender currency 
which was anticipated at the beginning of August, 1914, would by 
Itself have necessitated extensive recourse to those provisions. But 
the credits created by the Bank of England in favoui of its depositors 
under the arrangements by which the Bank undertook to discount 
approved bilLs of exchange and other measures taken about the same 
time for the protection of credit caused a large increase in the deposits 
of the Bank. Further, the need of the Government for funds where- 
with to finance the war in excess of the amounts raised by taxation 
and by loans from the public has made necessary the creation of 
credits in their favour with (he Bank of England. Tims, the total 
amount of the Bank’s deposits increased from, approximately, 
;i56,000,000 in July, 1914, to ;i273,000,000 on the 28tli Jul)^, 1915; 
and, though a considerable reduction has since been cftccled, they 
now (15th August) stand as high as ,£171,870,000. The balances 
created by these operations passing by means of payments to con- 
tractors and others to the joint stock banks have formed the founda- 
tion of a groat growth of Uieir deposits which have al.so been swelled 
by the creation of credits in connection with the subscriptions to the 
various War Loans. Under the operation of these causes, the total 
deposits of the banks of the United Kingdom (other than the Bank of 
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11. Tho pcally incrcasccl voltfmo of bank deposits, rcprcsonting a 
corresponding increase of purchasing power and, theroloro, leading in 
conjunction with other causes to a ^eat rise of prices, has brought 
about a corresponding demand for legal tender currency which could 
not have been satisfied under the stringent provisions of tho Act of 
1844. Contractors arc obliged to draw cheques against their accounts 
m order to discharge their wages bill — itself enhanced on account of 
the rise of prices. It is to provide this currency tliat the continually 
growing issues of Currency Notes have been made. Tho Banks insteac^ 
of obtaining notes by way of advance under the arrangements described 
in paragraph 9 were able to pay for them outright by the ti-ansfer of 
the amount from their balances at the Bank of England to the credit 
of the Currency Note Account and the circulation of the notes con- 
tinued to increase. The Government subsequently, by .substituting 
their own securities for the cash balance so transferred to their credit, 
borrow that balance. In effect, the banks are in a position at will to 
convert their balances at the Bank of England enhanced in the manner 
.indicated above into legal tender currency without causing notes to 
be drawn, as they would have been under the pre-war system, from 
the banking reserve of the Bank of England, and compelling the Bank 
to apply the normal safeguards against excessive expansion of credit. 
Fresh legal tender currency is thus continually being issued, not, as 
formerly, against gold, but against Government securities. Plainly, 
given the necessity for the creation of bank credits in favour of the 
Government for tho purpose of financing war expenditure, these issues 
could not be avoided. If they had not been made, the banks would 
have been unable to obtain legal tender with which to meet cheques 
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drawn for cash on their customers’ accounts. Tlie unlimited issue ol 
currency notes in exchange for credits at the Bank of England is at 
"Once a consequence and an essential condition ol the methods which 
tile Government liavc found necessary lo adopt in ordei to meet their 
war expenditure. 

12 The effect of these causes upon the amount of legal lender 
money {olhei than siihsidiary coin) in bank reserves and in circulation 
in the United Kingdom arc shown in the following paragraph. 

13. The amounts on the 30tli June, 19 1 -1, ina\- he estimated as 
foiloAvs — 


Fiduciary Issue of the Bank of England . . 18,450,000 

Bank of England Notes i.ssucd against gold coin 

or bullion 38,476,000 

Estimated amount of gold coin held by Banks 
(excluding gold coin held m the Issue’ Depart- 
ment of the Bank of England) and in public 
circulation 123,000,000 


Grand total . . . 7a, 926, 000 

Thu corresponding liguies on the KHh July, 1918, a.s nearly as fliey 
can bo estimated, were' — 

Fiduciary Issue of tlie Bank of Englaml , . 18,4,50,000 

Currency Notes not covered b^gold . . 230,412,000 


Total Fiduciary Issues .... ,(,248,862,000 
Bank of England Notes issued against coin ami 

bullion (?S,368,0I)0 

Currency Notes covered by gold . . , 28,500,000 

Estimated amount of gold coin held by Banks 
(excluding gold coin held by Issue Department 
of Bank of England), say .... 40,000,000 


Grand total .... ;J382,730,000 


There i.s also a certain amount of gold coin .still in the hands of tlie 
public which ought to be added to the last-mentioned figure, but the 
amount is unknorvn. 

14, As Bank of England notes and currency notes arc both payable 
at the Bank of England in gold coin on demand, this large issue of 
new notes, associated, as it is. with abnormally high prices and' 
unfavourable exchanges, must have led under normal conditions to a 
rapid depletion, threatening ultimately the complete exhamstion, of 
the Bank’s gold holdings. Consequently, unless the Bank has been 
prepared to see all its gold drained away, the discount rate must have 
neen raised to a much higher level, t’ljo creation of banking credit 
(including that required by the Government) would have been checked, 
prices would have fallen and a largo portion of the surplus notes must 
have come back for cancellation. In this way an effective gold 
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standard would have been maintained in spite oP the heavy issue of 
notes. But during the war, conditions have not been normal. The 
public arc content to employ currency notes for internal purposes,, 
and, notwithstanding adverse exchanges, war conditions interpose 
effective practical obstacles against the export of gold. Moreover, 
the legal prohibition of the melting of gold coin, and the fact that the 
importation of gold bullion is reserved to the Bank of England, and 
that dqjLlmgs in it are limited, have .severed the link which formerly 
existed between the values of coin and of uncoined gold. It is not 
possible to judge to what extent legal tender currency may, in fact, 
be depreciated in terms of bullion. But it is practically certain that 
there fias been some depreciation, and to this extent therefore the 
gold standard has ceased to be effective. 

E.E.STOEATION OP CONDITIONS NeCESSARV TO THE 

Maintenance of the Goi-d Standard Eecommended. 

IS. We .shall not attempt now to lay down the precise measuro.s that 
should be ado;pted to deal with the situation immediately after the 
war. • These will depend upon a variety of conditions which cannot 
be foroseoji, in particular the general movements of world prices and 
tho-ourronoy policy adopted by other countries. But it will be clear 
that tho conditions necessary to the maintenance of an effective gold 
•standard in this country no longer exist, and it is imperative that 
they should bo restored without delay. After the war, our gold 
holdings will no longer be protected by the submarine danger, and it 
will not bj possible mdsilaitely to continue to support the exchanges 
with foreign countries by borrowing abroad. Unlc.ss the machinery 
which long experience has shown to be tho only effective remedy for 
an adverse balance of trade and an undue growth of ci'cdit is once 
more brought into play, there will bo very grave danger of a credit 
expansion in this country and a foreign drain of gold which might 
jeopartli/e the convertibility of our note issue and tho international 
trade position of tho country. The uncertainty of tho monetary 
situation will handicap our industry, our position as an international 
financial centre will suffer, and our general commercial .status in tho 
eyes of the world will be lowered. We are glad to find that there 
was no difference of opinion among the witnesses who appeared before 
us as to the vital importance of these matters. 

Par.agraphs 16 TO 34 

(rts condensed in 'the Summary at the end of the Report). 

Tho pro-requisites for the restoration of an effective gold standard 

(a) The cessation of Government borrowing as soon as pos.sibIe 
after the war. We recommend that at the earliest possible moment 
an adequate sinking fund should be provided out of revenue, so that 
there may be a regular annual reduction of capital liabilities, more 
especially those which constitute the floating debt. (Paras. 16 and 17.) 

(ft) The recognized machinery, namely, the raising and making 
effective of the Bank of England discount rate, which before the war 
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operated to check a foreign drain of gold and the speculative expan- 
sion of credit in this conntiy. must be kept in working order. This 
.^necessity cannot, and should not. be evaded by any attempt to con- 
tinue differential rates for home and foreign money after the war. 
(Paras. 18 and 19.) 

(c) The issue of fiduciar)' note.s .should, as soon as practicable, once 
more be limited by U^\, and the present arrangements under which 
deposits at the Bank of England may be exchanged for loga-' tender 
currency without affecting the re.serve of the Banking Department 
should be tenninated at the earliest possible moment. Subject to 
transitional arrangements a.s regards Currency Notes and to any 
special an angements in regard to Scotland and Ireland -which wo may 
have to propose when we come to deal with the questions affecting 
those parts of the United Kingdom, wo recommend that the Note 
Issue (except as regaids existing private issues) should bo entirely in 
the hands of the Bank of England. The Notes should bo payable in 
London only and should be legal tender throughout the United 
Kingdom. (Paras. 20 and 21.) 

As regards the control of the Note Issue, wo make the following 
obsorvfi tions — 

(1) While the obligation to pay both Bank of England Notes and 
Currency Notes in gold on demand should be maiiilamed, it is ''not 
neocssaiy or desirable that there should be any I'lirly resumption of-'' 
the internal circulation of gold coin. (Para. 211 ) 

(2) While the import of gold shirtild be free liom all ro.stvictiona, 
it is convenient that the Bank ol England should have cogniuanco of 
all gold exports and wo recommend that Hie export of gold coin or 
bullion should bo subject to the condition that such coin and bullion 
has been obtained from the Bank for the pui po.se. Tlio Bank should 
be under obligation to supply gold for export in exchange for its notes. 
(Para. 24.) 

(3) In view of the withdrawal of gold from circulation, wo recom- 
«Tiend that the gold reserve of the country should be held by one 

central institution and that all banks should transfer any gold now 
held by them to the Bank of England. (Para. 25.) 

Having carefully considered the -various proposals which have been 
placed before us as regards the basis of the fiduciary note issue (paras. 
26 to 31), we recommend that the principle of the Bank Charter Act, 
1844, should be mamlained, namely, that there should be a fixed 
fiduciary issue beyond which notes should only bo issued in exchange 
for gold. Tile separation of the Issue and Banking Departments of 
the Bank of England should bo maintained, and the Weekly Return 
should continue to be publislied in its present form. (Para. 32.) 

We recommend, however, that provision lor an emergency be made 
by the continuance in force, subject to the stringent safeguards recom- 
mended in the body of the Report, of Section 3 of the Currency and 
Bank Notes Act, 1914, under which the Bank of England may, with 
the consent of the Treasury, temporarily is.sne nntc.s in excc.ss of the 
legal limit. (Para. 33.) 

We advocate the publication by the banks of a monthly statement 
in a prescribed form. (Para. 34.) 
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Amount of Fiduciary Note Issue and (?old Reserve. 

35. Having come to the conclusion that the amount of the iiduciary 
issue should, subject to what was said in paragraph 33, be fixed b>’ 
law at some definite amount, wc have next to consider how large this 
fiduciary issue ought to be. 

Assuming the restoration of an effective gold standard, and given 
tlio conventional standards of banking practice and the customs of 
the puOlic as regards the use of currency, the amount o£ legal tender 
currency (other than subsidiary coin) which can be kept in circulation, 
including the currency holduigs of the banks and the Banking Depart- 
ment uf the Bank of England, will determine itself automatically, 
since, if the currency becomes redundant, the rate of discount will fall, 
and prices will rise; notes will be presented in exchange for gold for 
export and the volume of the currency will be reduced pro tanto. 
If, on tljc other hand, the supply of currency falls below enrrent 
requirements, the rate of discount will rise, prices will fall, gold will 
bo imported, and new notes taken out in exchange for it. 

36. Under the arrangements which wo contemplate, virtually the 
whole amount of the currency gold in the country will bo lield in a 
central rcEorve at the Bank of England; and the ciiculation, in the 
wifje sense in which we arc using the term, will consist (apart from the 
subsidiary currency, which we need not now consider) in part of 

•fiduciary notes and, as regards the balance, of notes covered by that 
reserve. The total circulation being automatically determined, it 
will follow that the higher the Amount fixed for the fiduciary issue, 
the lower will be the amount of the covered issue and, consequently, 
of the central gold reserve and vice versa, while, if the fiduciary issue 
wore fixed at a figure which proved to bo higher than the total require- 
ments of the country for legal tender currency, the cohered issue, and 
with it the central gold reserve, would disappear altogether. It i.s 
clear, therefore, that the amount of the fiduciary issue must be fixed 
at a figure low enough to make sure, not merely that there will always 
bo some covered issue, but that there will always ho a covered issuff 
of sufficiently substantial amount to secure that the covering gold 
which constitutes the central reserve never falls so low as to give rise 
to apprehension as to the stability of the gold .standard. 

37. If the post-war requirements proved to bo no largci than the 
pre-war requirements (about ;£180,000,000. exclusive of subsidiary 
coin, as shown in paragraph 13), it is clear that the present fiduciary 
issue of ;£2'19,000,000 would have to be reduced by £69,000,000 before 
any gold could be retained in the central reserve at all. Even upon 

, the supposition that the policy of substituting notes for all gold out- 
side that reserve is completely successful, in order to have a central 
gold reserve of £100,000,000 the fiduciary issue would have to be 
reduced to £80,000,000 and, even so. we should have £60,000,000 loss 
gold in the country than before the war. 

38. The pre-war requirements, however, had relation to the level 
of pre-war world prices, the existmg conventional standards in regard 
to banking reserves, and the liabits of the people, both in regard to 
the amounts of money which they carried in their pockets and kept 

16— ;1737a) 
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in their homes and 'to the use of credit instruments in place of cash 
It is probable that after the war world prices will stand for many 
>a‘ars, il not permanently, at a greatly enhanced level, and that the 
banks may well find it desirable to adopt a higher standard for their 
holdings of legal tender money. Furthermoi’o, any additional economy 
in the use of legal tender money which may take place through the 
extended use of bankers’ cheques and other credit instruments may 
be more than olfsef by the l.nct that a larger .share of the i-atioiial 
income is likely to be enjoyeil by the w.ige-earning classes who are 
the chief users' ol legal tender money. All these Ci'iuses will tend to 
increase the amount of legal tendi-r money winch the country will, 
consistently with the maintenance ot a gold standard, be able to 
retain in bank re.serves and general ciiculation to a point much above 
tlie pre-war figure, but the precise amount of the increase, can only be 
determined by experience. 

89. Until such experience has been gained, it would in oiii opinion 
be dangerous to seek to lay down any jireclsi- figure for the fiduciary 
issue. The adoption of an uuueecssarily low figure would result in 
the accumulation ot a gold reserve of larger diiiieiisioiis than is strictly 
ni'cessary lor the protection of the gold slandnrd and the Heeiinty of 
our national ereilit — ^a luxury which we shall be ill able to alloiil in 
the difficult times wliiih arc ahead — svliilo the adoption of too lilgli 
a figure would destroy the gohl standard altogether. ' ^ 

40. It, therefore, si’ems desirable to appioiieli the problem from the, 
other end, and to .ittempt to fix tentatively tlie amount which we 
should liki' to si-c held in gold in the cciitrarresei ve, li'aving the ulti- 
iiiato dimensions of the fiduciary issue to he setlli'd us the result of 
experience at the amount ot fiduciary notes ivhich can be kept in 
circulation — in banking reserves (including the Banking Ueserve of 
the Bank of Bngland), and in the pockets of the people — without 
causing the central gold reserve to fall appreciably below the amount 
so fixed. 

41. The pre-war gold rasoives wore about /38,S00,00n in th(> Bank 
of England .and an amount estimated at 123,000,000 in the banks 
and in the pockets of the people. It the actual circulation of gold 
com ceases and the whole ot the gold is concentrated in the central 
institution, some economy is permissible in view ol its increased 
mobility. On the other hand, the aggregate amoniit of curreiicy 
required will undoubtedly bo hu-ger. We accordingly recommend 
that the amount to be aimed at in the first instaiiee ns the normal 
minimum amount ot the central gold re.sm-vc should be ^150,000,000, 
and that, until this amount has been reached and maintained con- 
currently with, a .satisfactory foreign exehaiige position for a period 
of at least a year, Die policy of reducing the uncovered note issue as 
and when opportunity olfcis should be consistently followed. In view 
of the economic conditions which are likely to follow the restoration 
of peace, it will be necessary to apply this policy with extreme caution 
and without undue rigidity. When the exchanges are working 
normally on the basis of a mmitnum reserve of ^150,000,000, the 
position should again be reviewed hi the light ol the dimensions of 
the fiduciary issue as it then exists. 
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Kiinirc-j TON OF Presen’1 Currency Kote Issue Uurinc, 
Interim Period. 

12, ir those airaugcments arc adopted, there will he an interim 
period beginning alter the completion of demobilization, during which 
it is probable that the prc.sent issue of currency notes will have to bo 
gradually reduced until experience has shown what amount of fiduciary 
notes (Jan he kept in circulation consistently wiUv the maintenance (it 
this reserve. It was suggested to us in evidence that, until that 
amount has been ascertained, stops should be taken as soon as possible 
after the war to reduce the uncovered issue at the rate of not loss than 
3 per cent, per annum of the outstanding amount, and tliat, subject to 
arrangements for meeting a temporary emergency, the issue in any 
period ol six months or one year should not bo allowed to e.xcccd the 
amount ^outstanding in the preceding similar period. We think that 
it would he highly desirable to aim at a steady and continuous rcduc- 
liou, but we are disposed to doubt whether it ivill bo found to be 
practicable to work to any precise rule Wo confine ourselves there- 
fore to the general recommendation of policy indicated above. Wo 
entirely ejmeur, however, in the suggestion that, when reductions have 
taljcn plaeo, the actual maximum fiduciary circulation in any year 
should become tho legal maximum for the following year, subject only 
to the emergency arrangements proposed in paragraph 33. 

Transitional Aruangembwts Pending Replacement of 

Currency Note Issue by a Bank of England Issue. 

43. It remains for us to consider how and when the present issue ol 
Currency Notes is to be replaced by the Bank of England issue. 
There would be some awkwardness in Iransfomng the issue to the 
Bank of England before the future dunension.s of the fiduciary issue 
have been ascertained. We, therefore, recommend that during the 
transitional period tho issue should remain a Government issue, but 
that such post-war expansion (it any) a.s may take place should U® 
covered, not by the investment ol Iho proceeds of the new Notes in 
Government .securities, a.s at pre.senl, but by taking J3ank of England 
Notes from the Bank and holding them in the Currency Note rc.scrve, 
and that, as and when opportunity arises for providing cover for the 
existing fiduciary portion of tho issue, the same procedure should bo 
followed. The ciiccl of this arrangement would be that the demands for 
new currency would operate m the normal w'ay to rcdiiec the reserve in 
the Bcinkiug Department at the Bank of England, which would liavc 
to be restored by raising money rates and encouraging gold imports. 

44. We should thus in course of time have the Currency Note issue 
covered partly by the ;J28,500,000 of gold at present helii and partly 
by Bank of England notes covered by gold in the Issno Department 
of tho Bank of England; the balance?, forming the fiduciary part of 
the issue properly so-called, lieing covered by Governnienl securities 
as at present. During tho transition stage, tho greater part at any 
rate of the demand lor gold for export will fall upon the Bank ol 
England, since Currency Notes are not likely lo be presented to any 
large extent for actual payment in gold, but will be paid in by the 
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banks wliich collo'-t Hum to tlu- credit of tliuir accounts with the 
Bank of England, the balances thereby created being used when 
ficccssaiy to draw gold fiom the Bank of England for export in the 
Oldinary way. We accordingly think that it will be desirable that 
Bank of England notes should likewise be substituted in the Currency 
Note reserve, cither immediatelv after the war oi Iroin time to time 
by instalments, for the ^28,50(1,000 gold now held by that reserve, 
so that when the time is lipi- lor the linal transler the whok" of the 
gold reserve may be in the hands ol the Bank. 

45. When the fidueiary poition ot the issue has bei n reduced to the 
amount which cxpeiience shows to be consistent with the mainfenance 
of a gold reserve of 3£150,000,000 in the Issue Bcpartincnt ol the Bank, 
the outstanding Currency Notes should be retired and Bank of Eng- 
land notes ol low denomination substituted, the Bank of England 
fiduciary issue being simultaneously increased by an amount equal to 
the then issue of Currency Notes covered by Government securities 
As the Bank of England notes held m the Cuneiicy Note reserve and 
the gold against them would already appear m the Bank return, the 
only effect on that return of the ultimate n ei ger would be to add to 
the total Bank of England issue the amount ot the liduciiry portion 
of the Currency Note nssne as ultimately ascertained, and to add .^he 
same amount of Government securities to the securities m the Issue 
Department. 

15l/i August, 1918. 



TEST QUESTIONS 


XVIT. — ^Xjie Services of JUnks. 

1. What would you say a business man's objects aie in keeping a 
banking account ? 

2. What js a bank, and what purposes does it serve ? 

3. ,Say what benefits a trader will derive Irom bis having an account 
,at a bank, and explain how he would open the account. 

4. What is the usual procedure m opening a current account with 
a bank by: (fl) a partnership, (6) a joint-stock company ? 

5. The directors of Rayon d'Or, Limited, a newly-formed com- 
pany, dSsire to open an account with the Lo^shirc Bank, Limited. 
Describe the necessary formalities. 

6. The following persons, all of whom are strangers to the manager, 
have applied to an English bank for current accounts — 

{a) A, a minor. 

lb) B and C, as truistoes of an estate. 

\c) D, who wants to open an account in the name of a limited 
company of which he is the secretary. 

(a) E, an undischarged bankrupt. 

Should the bank accept them a« customers and, if so, what formalities 
would be necessary in the different cases ? 

7. A trader’s bank pass-book shows a balance to his credit of ;^50 
on 31st December, 19. .. At that date, two cheques for £15 and £22 
respectively had not been presented at the bank. A payment into 
the bank of £52, which the trader had sent by post on the 31st, had 
not been credited. Prepare a statement reconciling the balance as 
shown in the pass-book with that shown in the trader’s cash book. 

8. A B sends to bis bank for his pass-book, and, having obtain^ 
it, notes the state of his account as shown by the entries in the pass- 
book. In due course, he returns it to the bank without making objec- 
tion to any of the entries. Subsequently he discovers that one of the 
items is debited to him in reqiect of a cheque presented by his own 
cashier and paid by the bank. On the cheque the cashier had forged 
the signature of A B as drawer. Is the bank liable to make good the 
amount of the cheque, or does the return of the pass-book without 
comment make A B liable for the loss ? Is it necessary that A B 
should take precautions to prevent such a forgery occurring and, if 
so, what should he do ? 

9. Say what you know of the slip-system as it operates between 
a bank and the bank’s customers. Name several particular trans- 
actions in which different slips would be used. 

10. Name five different items that must be shown separately in 
filling up a " paying-in slip," and explain why the bank requires 
separate entry of each of the items. 

11. Explain in what particular ways a deposit account at a bank 
differs from a current account. 
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12 II' you weiv i-x.iiyiiij' on biismoss with vour I'uireul iiccount at 
the bank uvtrcli'.iwn, how wuultl you lirorped m onlui hj check the 
interest cliavgcd on the overdiult i 

XVIII. — ^Tiie Services of Banks { coulimted ). 

1. What is the tliilereneo m lorm and in efti-ct between the granting 
of a loan and the gi anting of an overdraft to a customer by a„bank ? 

2. A banker is a lender of capital. Explain in what ways he 
fulfils this function, .and whose money it is he lends. 

3. Explain how the business of a banker compares with that of an 
Oldinary trader m regard to — 

(fl) The subject-matter in whicli they deal. 

(6) The capital with which they can-y their businesses on. 

4. Enumerate four different kinds of security against whicli a 
banker would be willing to make advances, and .say what 'steps he 
would take or what documents he would require executed to complete 
his security in each case. 

5. From a banker’s point of view, does a bill of lading affoi'd good 
security for an advance ? If it docs, describe any precautions that 
would bo necessary in taking it as .security. 

6. Would a dock warrant afford good .security fur a banlcik’s 

advance ? If you think so, de.scribc an imaginary transaction between , 
a tradoi and his banker showing how a dock warrant would bo dealt 
with for such a purpose. , 

7. Wliat is llic usual method by which a Loudon bank would 
finance the shipments of an exporter of mixed goods to consignees 
in South Africa ? State briefly what vaiious documents would bo 
handed to the bank and wliat their uses ait'. 

8. Describe the normal procedure by which a .shipment oi cotton 
from the United States to England would bo financed, and how the 
importer would finally pay for the goods. 

9. A bill for ;£410 &., drawn on 5th April at four months after 
date, is discounted on 20th May. Find how much the banker’s 
discount comes to at SJ % per annum. 

10. Discuss the relationship that exists between a banker and his 
customer. 

n. Explain and compare the uses of " letters of credit ” and 
" ch'cular notes." 

12. What is a ’’ documentary credit ’’ ? What advantage does it 
offer over the ordinary documentary bill ? 

13. What is meant by " banker’s lien ’’ ? Does it apply to the 
following ? — 

(а) A locked box containing jewellery and held for safe custody. 

(б) Bearer bonds held for safe custody and for collection of interest 
coupons. 

(c) Bills of exchange held for collection. 

Give reasons for your answers. 

14. John Jones has a banking account in his own name. He is 
agent for Smith, Brown & Co., and he receives cheques made payable 
in their name. Some of these cheques he pays in to his orvn account 
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after having endorsed them with a per pro. signature. Would the 
banker be justified in receiving cheques in this way ? Give reasons 
why lie would or would not, 

15. How may a bankei’s authority to pay a cheque be caneellecl ? 

16. What should a banker do when aslmd to pay — 

(fl) A cheque drawn by a customer who has since died ? 

(6) A cheque with the drawer’s signaluie in this loim: 
per pro. Robert Smith — ^Adam Brown, 

Adam Brown being now dead ? 

17. What IS a garnishee order, and what steps should a banker 
take 1)11 receipt ot such an order relating to a customer who has a 

.01 edit balance on his current account ? 

IS. On a certain day it came to a hankei's knowledge that a 
customer of his had committed an " act of bankruptcy.” Two days 
afterwards three cheques drawn by the customer wore presented to 
the banfter and paid by him. What is the position and responsibility 
of the banker in regard to these cheques ? 

XIX. — Growth of Engush Banking. 

1. Gi^o a short account of the Bank oC England, naming some of 
it^ special features and functions. 

2. Give a short account of the "restriction of cash payments,” 
stating what causes brought the restriction about, what means wore 
provided for the making of money payments whilst it remained in 
lorce, and what unlooked-for eSects followed. 

3. Say what you know of the Bank of England's monopoly now 
and in other times. 

4. Say whal you can about the beginnhigs of joint-stock banking 
in this country, 

5. Describe the note is.sucs of the United Kingdom, and the 
methods adopted for regulating them. 

6. State what are the main provisions of the Bank Charter Act of 
1844. Give an account of the objects aimed at by llio framers of tli)> 
Act; and say how far, in your opinion, thc.se objects have been attained. 

7. Is tlie English bank note convertible ? Wliat provisions are 
made to ensure its payment in gold ? 

8. Contrast clearly and concisely the structure of the English 
hanking system to-day with that of a century ago. 

9. Explain what part the use of cheques lias played in the 
development of our hanking system. 

10. What is meant by the " suspension of the Bank Act," and when 
and how often has this sugicnsion occurred ? 

11. What is the Bank of England Weekly Return ? Give particulars 
of the information it contains. 

12. Explain briefly how the proprietorship of the Bank of England 
is constituted, and the plan on which its mani^ement is organized. 

13. Sketch the development of the English joint-stock banks up to 
the present time. 

14. Discuss the effects, beneficial or otherwise, of banking amalgama- 
tions in England (») on the banks themselves, (6) in relation to the 
needs of industry. 
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'\.X. — Monly \nd Chrdit. 

1. wii.'il :ii<> Hie Itiiirtiiiiis thiit mmii'y is iofiuin-i.1 tn poifoim in a 
ijKxU-ni country ? 

2. Explain wliy, m civilizod cniniuuiiitics, the piecioiis mutals 
liiivc supcrsedwl otliiT Itinils oi money. 

3. Name as many as von can ol tlic qualities that ideal monev 
should possess. State whv the loliuwing matei lals do or do no’t 
po.ssess the atlrihutes ol nood money — 

Corn, bronze, hides, sliells, lead, platinum, silver, gold. 

•i. A person has come into possession ot bar gold valued at £20,000. 
He desires to coiiveit this bulliuii into money. What courses aril open 
to him, and which would you recommend him to take ? 

5. What is the equivalent in £ s. d. of one ounce of standard gold; 
and of what docs standard gold consist ? 

6. When was the gold standard adopted in the monetary system 
of the United Kingdom; and what led to its adoption ? 

7. Define the " pound sterling.’’ Explain the meaning of “ Mint 
price of gold." 

8. What are " token coins ’’ ? In what respects does token money 
differ from standard monej ? Is it possible that either kiiu*. may bo 
over-issued; and, il so, how can the ovei-issue lie prevented ? n 

9. Inilicato in a gencial wav the extent to which paper money is 
used in oiir currency system. Explain why it has come to be so used. 
Distinguish carefully between the cmalitic.s and the purposes of a 
Hank of England note and those of U trader’s cheque'. 

10. In view of the statement that British comiperco is conducted on 
a gold basis, explain how it is that bank notes. Treasury notes, cheques, 
bills of exchange, and po.stal and money orders are genet ally used in 
place of gold. 

11. ' ' Any monetary system must bo based on confidence . ' ’ Examine 
this statement. Why does everybody place such confidence in gold ? 

12. Explain the place that credit takes in the oiganization of 
n»sdern business. 

13. Explain what is meant by the statement that a banker ’’ deals 
in credit," and wliat is meant by the phrase " elasticity of the 
currency." 

14. Discuss the possibilities for good and for evil in the use of credit 
in modern business. Comment on the statement that a financial 
crisis is simply a general breakdown of credit. 

15. Explain the operation of " Gresham’s Law." Show how it 
•would apply to a currency of («) one metal, (6) two metals, (c) metal 
and paper money mixed. 

16. Distinguish between depreciation and debasement of money. 
Explain whether the former would or would not be a necessary result 
of the latter. 

17. What are the dangers and disadvantages of an inconvertible 
paper currency ? Under what conditions would an inconvertible 
paper currency ho satisfactory ? 

18. What is meant by a " premium on gold ’’ ? Has such a 
premium ever existed in this country, and, if so, under what 
conditions ? 



TEST QUESTIONS 


469 


19. “ Wlien the value ol money incieases the piicet. of commodities 

fall.” Explain this statement, and say exactly on what the value 
of money depends. » 

20. What are the most usual causes of a fall in the purchasing 
power of money ? How can changes in the value of money be 
estimated over appreciable periods ol time ? 

21. What do you understand by the “ quantity theory ol money " ? 
By whtst element of motlern business conditions is this theory modi- 
fied, and m what way is it modified thereby ? 

22. Explain the need for stability of value in money. Indicate the 
most usual causes of instability, and the results. Can you suggest a 
jromedy for any of those results ? 

23. Explain carefully (a) how money serves as a medium of exchange 
and a measure of value; or (6) how “ bad money drives out good." 


XXI. — The Money Market. 

1. Say whore the Money Market is to bo found. State who are 
the several classes of persons that deal in the Money Market. 
E.xplam i^iat it is exactly that they buy and sell thoie; and how the 
prices at which they deal are expressed. 

*2. Set out in skeleton form, and with the various items in proper 
'sequence, a balance sheet such as a London joint-stock bank would 
issue. About how much, do you think, of the funds cntrustetl to i l 
would the bank keep immediately available for repayment ? How 
and where would the bank keep this part of its funds ? Explain 
briefly, and on broad linos, how it would be likely to dispose of 
the romaindor of its assets. 

3. What is meant by the statement that " the Bank of England 
is the bankers’ bank ” ? Explain concisely the position and functions 
of the Bank of England in relation to («) the Government, (6) the 
other banks. 

4. Describe the functions and operations of the bill broker in tirs 
London Money Market. 

5. Explain the following terms found in the Money Article of a 
daily newspaper — 

(«) Bank rate (c) Kates for call money 

(4) Market rale Deposit rate.s 

Explain the connection between the Bank rale and the rates of 
interest. 

6. Why is it that the market rate of discount usually differs from 
the Bank rate ? Show how the Bank of England can, to a consider- 
able extent, control the rate charged by other discounting agencies. 

7. If large withdrawals are made from the Bank of England of 
bullion for shipment to New York, what will be the effect on the 
Money Market here and on that of the United States ? 

8. State precisely what is meant by " Bank rate." Why doe s 
Bank rate vary from time to time ? What are the chief causes of the 
changes, and what are their results ? 

9. Submit? a pro forma weekly return of the Bank of England, and 
explain briefly, item by item, what each entry in the return represents. 
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10. Huw WuulJ till- liilluwiu^ ivi-iits oil i-iimlitions b,' ii'flected in 
llu“ wpckly iL'tnvn of the Hank ot Knglanil ? 

. (a) The making of advaiua-.s by the Bank to llio Govurmnoiit. 

(6) Activity in tho collection of the taxes. 

(c) Payment of interest tine on War Loan Stock. 

\d) An abundance of loanable funds in the Money Market. 

(«) The calling in by the banks of tlioir loans to bill brokers. 

(/) A drain ol gold tor cxpoi talion. 

11. What two parts is the Bank of England weekly return divided 
into? Why is it divided so? How would you asieilaiii from the 
retmn what is the " jwtive nolo eirculation " ami what is the Bank’s 
"reserve”? What does the “Rest" leprescnt ? It the Goveiii-. 
nient were issuing a large loan, wiiat effects would you expect that 
to have on tho return ? 

12. Elucidate the following extract from the financial columns of 
a London daily new.spaper, explaining tho woi els printed in italics — 

7th September, 1917. 

" Changes in this week’s Bank of Eiiglniid Return ate rather 
difficult to follow. Tho dividend on the fi.} per cent. War Loan 
was payable on 1st September, and that helps to explaii' a reduc- 
tion ol .^2, 064, 053 in tho Public Deposits ; but the Othey Deposits 
do not reflect any benefit from this distribution. . . . Notes to the 
amount of /263,’570 have gone into eirculation, and the Resem is ^ 
down ;£27a,S^00 to ^32,068,191, the proportion to the liabilities being 
18'9 per cent, against 18'2 last went. . . . 'J’he Rest has imreasod 
by ^16,363.” 

13. Explain the legislation that has for its object tho maintenance 
of the convertibility of the English bank note. Discuss particularly 
the suitability of that legislation to times of crisis, and how it has 
been found to work at such times. 

14. On how many occa-sions has the “ Bank Act ” boon .suspended ? 
What is meant by its suspension, and what is tho cause ? What 
sTeps are taken at such a time to case tho passing of tho crisis ? 

15. When were currency notes first issued by tho Government ? 
What was the object then m view in issuing tho notes ? How did tho 
increase in the issue affect prices afterwards, and why did it have 
that effect ? 

16. What were the chief causes of tho breakdown of the foreign 
exchanges at tho commencement of tho War ? Why were ihe banks 
interested in helping the Stock Exchange to tide over the difficulties 
arising out of the ivar ? 

17. What is a moratorium ? Wliy was ii moratorium declared 
at the beginning of the war ? 

XXIT. — ^Foreign Exciiangi!. 

1. Explain exactly wliat is meant by the ’’ Mint par of exchange ” 
between this and another country. Given that an Engli.sh sovereign 
weighs 7*988 grams, and that 3,100 francs gold contain 900 grams 
fine, calculate the French Mint par of tho sovereign. 

2, An English sovereign weighs 123*27 grains and 11 parts in 12 
are pure gold. A Dutch 10-gulder piece weighs 103*71 grains and 



TEST QUESTIONS 


471 


IS nine' tenths line. tTnJ In Ihi- nearest lai thing the par exuhinge 
value (jt the lO-gnkler piece. 

3 The following statement of luceigu exchanges is obviouslji, 
wrong. Point out in what respects it is so — 

Pans cheque . . 20*40 New York . Is. 4id. 

Berlin .sight . . 25*26 Calcutta . 4*80 

4. At the rates of exchange stated below, what, in the money of 
each of^the countries named, is the equivalent of £250 ? — 

France . . . 25*261 United States 4*86 J 

Holland . . . 12*3 Denmark . . 18*25 

• 5. Explain what is meant by " foreign exchange," and state in 
^vhat ways such exchange is carried out. 

6. Describe briefly how international trade dealings arc settled 
by bills of exchange and by other means. 

7. Give definitions of the ter-nrs: (a) gold points; (6) Mint par of 
exchange; (e) favourable rate of exchange; as they are used m 
connection with foreign exchanges. 

8. Explain how " imports are paid for by exports." If it is true 
that our exports are always exceeded in value by our imports, 
show what other items enter into the settlement of the balance 
beVveon the two. 

9. What is meant by " specie points," and how are they deter- 
mined ? How would you explain the fact that the rate in Berlin for 
sight drafts on London on 5tln November, 1912, touched 20*54J, 
although the incoming specie point for London was about 20*52 ? 

10. During the year 1915 the current rate of exchange between 
New York and London fell as low as £1 = $4*47. The par rate is 
£1 = $4*866. Show clearly why at any time there should bo any 
difference between the two rates, and the ordinary limits of the 
difference. Explain why at the time named there should have been 
so wide a difference. 

1 1 . What are the uses and limitations of finance bills ? How may 
such bills be abuised ? 

12. Explain the functions of the following in connection with the 
finance of imports and exports — 

(a) Accepting house (c) Through bill of lading 

(b) Documentary letter of credit (d) Second of exchange 

13. Explain how and why it is that a dralt on London is frequently 
u.sed to settle transactions between two countries neither of which is 
Great Britain. 

14. How is it that " England draws few bills and accepts many " ? 

. Describe fully the function of the " accepting house." 

15. Explain how it is that the exchanges between England and 
most other countries are controlled " from the other side." 

16. Suppose a purchase were made in Boubaix of 2,000 metres of 
fancy dress material at 3*00 francs the metre, and the cost of carriage 
to Manchester were £5 2s. 9d. altogether. State m English money 
(a) the total cost of the goods at Ii&nchester; (6) the price per yard. 
The difference between a metre and a 3ra.rd may be taken as 3'4 in., 
and the rate of exchange as 25*20. 
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17. Explain the ililterence lidwfi-u " bank bills " ami " tiaiW bills, " 
iinJ thou ditbroiit valiios m e-xchanyi; tiansiicLiuiis 
t 18, The two quotalions below are oxti.icLetl from a ilnciunsiit 
issued by a broker mid headed " Course of Exchange ” — ■ 

. " (a) Pans 25-11-2.S-I4 (h) Mew York 4'87-4'8a.’' 

Explain what dealings .iie leleired In by the teiin "Cour.se ot 
Exchange" and wheie thev take place; also what each of the 
quotations means. ' 

19 E.xplam precisely what is meant bv saving that the Pans late 
is " I'avourable ” or " nnfavouiable ” to Eondon, It the English 
demand lor loieign bills iiiereases, the lale ol exchange on some 
countries will lise, and on othei countries will lull. Explain lully. - 

20. The following inles have been enunciated to help the .student 

to nndorstaiid toreign exchange quotatioms and dealings in foreign 
bills — r 

(a) High rales are for us; low Kites against us, 

(i) Buy high, sell low; the bettor the bill, the lower the rate. 
Explain the rules. Do either or both apply in all cases ? 

21. Explain carefully what is meant liy "arbitrage ot exchange." 

22. Find the cost of a 3 months’ bill of exchange onrPans foi- 
ls, 500 francs, the sight rate b.*ing 25’31, the discount latc 5 % fier 
annum, stamp duty -05 %. 

23. If the London rales of exchange on Puns and Copenhagen aie' 
respectively £l = 25*27J and ;^1 = 18 33J, hnd the iiibitrated rate of 
Paris on Copenhagen through Loml?5ii. 

24. How may a toreign expoiter safegiiaril himself against loss 
through fluctuations m the rates ot exchange ? 

25. How do vou account toi the dilloreneu between the " long " 
and the " short " foreign cxcbnnge rates ? If the Bank of England 
rate is raiserl by 1 %, whilst that of the Bank ol 10 anoo remains as 
before, would the rate in Paris for throe months' bills on London be 
effected and, if so, in what ways ? 

*’*26. How are " Bank lato," the " Bank i-eservo," and the rales of 
exchange between London and Continental centres interconnected ? 

27. How is the price of the Indian rupee kept at or near pat ? 
Explain the followmg — 

" In order to obviate the necessity for sending sovereigns in con- 
nection with trade remittances, the India Council has raised its weekly 
sales of drafts to 130 lakhs, and this has done something to lessen the 
shipment of gold." 

28. What are the effects of a depreciated paper currency on the 
exchanges of the country whore such a currency is in use ? 

29. Explain the following — 

(а) Telegraphic transfers (c) Tel quel rate 

(б) Indirect exchange (li) “Pig on pork" 

XXIII. — ^Law of Contract and Agkncy. 

1. Distinguish between "express" contracts and "implied” 
contracts, and between " simple " and " specialty " contracts. 

/ '2. Define the term "consideration.’'^ Is consideration always 
necessary to the validity of a contract ? 
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. 3, Explain the meunmg and application ol tRe following mlcs — 

(fl) Consideration need not be ^equate; but it must be of some 

• (i) A past consideration is no considciation. ’ 

4. Define tlie term "contract" as used m law. Enumerate the 
essentials of a valid contract giving a short explanation or illustration 
of each. 

5. \yhat are the legal positions of the parties in each of the 
following cases — 

{a) X offers to sell Y a picture for 100 guineas. Y .says he will 
buy for ;£10O; and X refuses. Y then says that he accepts X‘s offer 
to self at 100 guineas; but X now wants a higher price and still 
rcfiKSCs to sell. 

(6) Jones writes to Brown, " I will sell you my bicycle for cash." 
Brown answers on the following day, " I agree to buy your bicycle 
lor ^4, ilTyoii will give mo a lamp with it and ho encloses the £4 in 
Treasury notes. 

6. In what cu-oiimslanccs can an offer bo revoked ? What is 
meant by " keeping an offer open," and how can this legally be done ? 
What is a " firm offer " ? 

7. In ^^rhat ways may an oiler lapse .so that a subsequent acceptance 
shall not bo binding on the proposer ? 

8. What rules govern the acceptance of an offer in order that a 
valid contract may be formed between proposer and acceptor ? 

9. How are' the rules ol swceptanco interpreted in regard to 
contracts made by post ? 

10. Distinguish between a contract that is " voidable " and one 
that is " unenforceable." What is meant by saying that a contract 
is " void " ? Give one example of each of the thiec kinds. 

1 1 . Explain how (a) an infant, (6) a joint-stock company, may bo 
incapacitated in regard to the making of contracts. 1™!!! la meant 
ny the word " necessaries " in relation to contracts ? 

12. When will it be held that a tenn in a contract is unduly in 
restraint of trade ? What will be the efiset on the contract ? 

13. What are the differences in their effects on a contract between 
" innocent misrepresentation " and " fraud " ’ 

14. Enumerate six different kinds of contract for which writing is 
necessary, though the contracts need not bo made by deed. 

15. What contracts arc exempt from stamp duty ? Wliat is the 
effect of omission of the stamp on a contract subject to stamp duly ? 

16. What IS an agent ? Name some different persons who.se bu.si- 
ncss is such that they habitually perform the duties of agent. Show 
how the relationship of agency may be implied from circumstances. 

17. When you deal with a man, who though really an agent is not 
known by you to bo such at the time you make a contract with him, 
what is your position (a) in regard to the undisclosed principal, (6) in 
regard to the agent ? 

18. What arc the rights and duties of an agent in regard to his 
principal ? A employs a broker in the tallow trade to purchase a 
quantity of tallow. The broker executes the order out of tallow tliat 
he had previously bought tin bis own account. When A finds this 
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out, he refuses lo take the tallow. The broker insists on A taking it 
as the price charged was the actual market price of the day when the 
girder was given. A admits that it is so; but nevertheless refuses to 
take delivery. What is the legal position of the brokei ? ^ 

19. What is the difference between a factor and a broker ? 

XXIV.— Law of S.m.e and P.vyment of Goods. 

1. Give two examples of tlimg.s that in law arc spoken of as 
" good,s,’’ and two examples of things that are not. Distinguish 
between " retd ’’ and "peisonal ” property; and between " choscs in 
action " and " choscs in possession.” 

2. What do von understand by the terms " spi-cific goods " aiul 
” future goods ” ? What is the position ol the parties to a contract 
about specific goods that had ceased to exist when the contract was 
made ? 

3. What are the legal requirements in a contract for the sale of 
goods of the value of ^10 and upwards ? Does such a contract need 
to bo stamped ? 

4. The Sale of Goods Act, in Section 4, stales t.hat an,actioii for 
goods of the Value of jflO or upwards .shall not he enfoiceablo unless, 
tor one thing, " the buyer shall accept part of the goods so sold, and 
actually receive the same," What is meant here by the A-onl " accept,"'' 
and what by the word " leceive " ? 

5. A business man lias given an older for ^500 woi Ih of good.s 
to bo delivered six inonllis hence. He has not obtained the written 
acceptance of the other party. Explain Uilly the positions of hotli 
parties. 

fi. It is .said that in the making of eoniracts the gi'iieial rule of 
law is caveat emptor, which means " let the buyer lake care." Com- 
iiiont on this statement, indicating any limitations or exemptions to 
the applicability of this rule to the sale of goods, 
fr- 7. Define " condition " and " warranty " with roferenec to a con- 
tract for the sale of goods. Give an cxainplc of each; and say what 
remedy the buyer would have for breach of a warranty, and for 
breach of a condition. 

8. What conditions or warranties as rog.nrds title arc implied in a 
contract for the sale of goods ? What conditions arc implied in sales 
by description, or by sample, or both ? 

9. (<0 Collins deals in field-glasses, Mrs. Smith, vlio knows 
iiothing about them, looks at and buys a pair that Coll ms recom- 
mends. Afterwards she finds that the glasses distoi I (lie objects 
viewed, and she refuses lo pay. How docs the Sale of Goods Act 
bear on the case ? 

(6) A mann factnrer advertises " a patent sniokc-consuming fiirnaeo." 
B secs the advcrtiscraciil and simds for one, but discovers, after the 
furnace is fixed, that it will not consume il.s own .smoke. What can 
B do ? ■' '«! 

10. What exactly would bo lliu lesull of waiving a bieaih of 
condition and treating it as a breach of warranty ? * 

( 1 1. What are the rules as lo the lime when the properly in goods 
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sold passes to tlio buyer ? Wliy is it impoi tant T.hat the exact time 
of the passing of the title shall be ascertainable ? 

12. " No man can sell what ho has not got.” Explain this rule of, 
law as it applies to the sale of goods, and mention any exceptions to 
its application. 

13. (a) Goods arc delivered by A to X " on sale or loturn." When 
does the property in the goods pass to X ? 

(6) C»has a haystack in his field and he agrees m writing with n 
to sell him 5 tons of hay out of the stack, delivery to be made on the 
Jollowing Saturday. Dmdng Friday night the haystack is burned 
down. , C demands the price of the 5 tons from D. Will D be obliged 
|o pay ? 

(c) A lady went to a dentist and ordered a sot of artificial teeth. 
Alter a number of visits by the lady, the dentist eompletcd the set; 
but the next day, and before the dentist delivered the teeth, the lady 
was killc?t m a railway accident. The dentist thereupon sent in the 
tooth together with his account; but the lady’s executor returned 
them and refused to pay. Explain to the dentist what Ins Icgid 
position is. 

14. What has the Sale of Goods Act to say about the delivery ol 
goods ? Whose duty is it to sec to tho conveyance ol the goods — 
tlio* seller’s or tho buyer’s ? What arc tho rules about delivery of 

wrong quantities ? A buy.s from B 200 pairs of boots of a particular 
kind. B sends JfSO pairs. What courses arc open to A? 

15. What are the remedies olf(a) the buyer against the seller who 
fails to give delivery ot goods ordered; (6) the seller against the buyer 
who fails to take delivery or to 'pa.y for the goods ? What is the 
rule for assessing damages in («) and in the first case ol (6) ? 

16. What is meant by ’'specific performance,” and whi-n can 
specific performance of a contract be enforced ? 

17. (a) What is me.ant by ‘‘unpaid seller’s lien” ? If goods are sold 
for ” cash within one month,” can the seller exercise his right of lien ? 

(6) Explain tho seller’s right of ” stoppage in triuisil,” and dii’? 
tingiiish hotwoeii this and a “right of disposal” ot gocxls with the 
possession ot which he lias parted. 

(c) When has an unpaid seller the right to lo-sell goisls ho lias 
already sold 1 

18. Is it the creditor’s duty to collect payment of money owing 
to him, or is it the debtor’s duty to scud it ? Show how your answer 
will apply to a remittance lost in the post. 

19. Explain fully what is meant by ” ciiironcy notes arc legal 
tender for tho payment of any amount.” Slate what other forms 

’ legal tender may take. What should a debtor do in case oi dispute 
with his creditor about the amount of his debt ? 

20. How do the Statutes of Limitation affect commercial coiilrarts ? 
In what circumstances do they cease to operate ? What rules apply 
lus to appropriation of payments when several amounts arc owing by 
the same debtor to llic same creditor ? 

21. What rules govern a ciedilor’s light to charge iiileiest to a 
debtor ? A tsadesman sends out his accounts every half-year, and 
on his bill-heads the following words are printed: " Five per cent. 
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interest cliaiged alfer six months.” A rustomer X inciirrod a debt 
ol ^42 three months bcfoio lie rocoived tiie fust account irom the 
tradesman. What could the tiadesman add ior interest in suing X 
lor payment of (he /42 two years after the debt was incurred ? " 

XXV. — Carriagk by L.ino and Ska. 

1. Write a short sketch of (he dilferent means available for the 
transport of goods in thus counli y. Expl.iin for what kinds goods, 
or to what ciicunistances, eath mode ol lian.sport is most suitable. 

2. Compare Iho dilterent larililics that exist for the handling of 
light parcels traffic. 

3. Explain in some detail how i.iilway rates arc fi,xcd in thiii 
country. 

4. besciibc the function ol the Railway Clearing I-Ioii.se. 

5. How would you di.stinguisli a common carrier fiom any other ? 
What is a common carrier’s liability at Common Law, luid what 
exceptions are there to tlio general rule ? 

6 Explain Avhat is meant by (a) act of God, (b) inherent vice. 
Is it true that a common earlier can nevei be made liable for loss 
caused by the King’s enemies ? ^ 

7. To what carriers, and in resirect of what kinds of goods, does 
the Carriers’ Act ol 1830 apply ? What pioleclioii docs it give^ho 
carrier ? 

8. How hiis the common law liability of a railway company a.s 
cairicr been modified by slaliile ? rCaii a lailway c'oihpaiiy ever be 
made liable for loss or damage lo goods I'airied at owner’s risk ? 

9. Explain what dilterence it inako.s to send goods at owner’s 
risk by lailway instead of at company’s ri.sk. 

10. What right of security has a common carrier for payment of 
his services ? Wliat is the cairicr’s position when a consignee fails 
to take delivery of goods that the carrier has brought him ? 

11. What are the provisions of the Merchant Shipping Act with 
jiegard to a shipowner’s liability for loss or damage ? 

12. How may a slilpowner’s liability at law bo limited ? What is 
a charter party ? 

13. What warranties are implied in a contract for carriage by sea ? 
Explain what each warranty means. 

14. Explain the following — 

(a) Lay days. (d) Port of registry (/) Barratry 

(b) Demurrage (e) Jettison (g) Pei ils of the sea 

(c) A1 at Lloyd’s 

15. What is a bill of lading ? Hoav many copies are usually made 
out, and why ? How is a bill of lading transferred ? Po you con- 
sider it to be a negotiable instrument or not. and why ? 

18. lA sent goods to a foreign buyer B. He also sent a bill of lading 
endorsed in blank, togetlier with a bill of e.Nchangc for the value of 
the goods for B’s acceptance. B did not accept the draft, but trans- 
ferred the bill of lading to X, who took it in good tailli and for value. 
The goals rvero Ihcii stopped in transit owing to B bceoramg bank- 
rupt. Who was eiililled lo llie goals ? Could X c;‘aim them, or 
could A get them back ? 
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XXVI, — ^MAlUNJi AND OXHEll InSUKIINCE. 

1. Wnlc a bliort note explaining how insurance is lieueiicial in 
business and liow its objects are attained. Mention the inotOj 
important branches ol insurance that are useful in commerce. 

2. What kind of busmess is transacted at lAoyd's ? Say what 
you know about the constitution and the working of Lloyd's. 

3. How does Lloyd's differ from an insurance company ? Explain 
how a kwokcr carries tlirough an msurance at Lloyd's. 

4. In marine insurance what is meant by a time policy and by a 
voyage policy, a valued and an unvalued policy, a floating policy and 
a contkination clause ? 

. 5. What are the provisions of the law with regard to the stamping 
of a marine insurance policy ? 

(5. What risks should a policy of sea insurance cover ? What is 
meant by,a " mixed policy " and what by a " warehouse to warehouse 
clause " f 

7. Explain the words " lost or not lost," " at and from," '' from 
the loading thei'eol," as they are used in a maiinc insurance policy. 

8. When is a contract of marine insurance deemed to bo con- 
cluded, an(l what bearing, if any, has the " slip " on the completed 
coiUracL ? 

9. What is meant by '■ insurable interest ’’ ? Give examples of 
Vliat the term would mciude in a marine insurance. What are the 
provisions of tlic law regarding the taking out of a marine policy 
by a person who has no insural^c interest in the subject-matter of 
the policy ? 

10. What IS meant by saying that a contract of insurance is a 

contract " of the utmost go^ faith" ? What is the elfoct of a 
ivarranty in an insurance policy ? Kamo the warranties implied in 
a marine insurance contract, and give one example of an express 
warranty. , t, , 

11. VVliat is meant by “ unseaworthincss ’’ ia_ a ship? If , “le 
vessel were lost by reason of the hull being m uusatisfactorji coiiditia% 
at the time of settmg sail, w by reason of the ship being under- 
manned, on whom would the loss fall — the owner or the insm'er ? 

12. What is an " open '' policy of marine insurance ? Explain in 
what ckcumstances it is used, and how the insurance of a given 
shipment would be effected under it. 

13. What is meant by " proximate cause ” ? Explain in general 

terms for what the insurer of a marine risk would or would not be 
held liable. ,, 

14. What do you understand by " constructive total loss ? 
What duty devolves on the assured in such a case ? Give an 
illustration of constructive total loss (a) of ship, (fc) of cargo. _ 

15. Ei^laiu carefully the meaning of " general average» loss,' 
Give two examples each of " general average sacrifice " and of 
" general average expenditure." What are the York- Antwerp 
Rules ? 

16. Explain exactly what the owner of the lost cargo would receive 
from the othd: interests in the following case — 

Ship is worth ^8,000, freight ;£2,000, and cargo ^10,000 belonging 

17— (1737a) 
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in. equal shaies Itf ton Uillcrciit poi.suns. The goods of one ol the 
cargo owners are jettisoned under a gcncial average saciiticc. 

It is staled that in the event ol a general average sacniico "the 
owner al the properly .sacrificed iicillier beneJil.s nor Joses.” Show 
how this is so. 

•17. Define "particular average" and distinguish it Irom " geueral 
average.” How would you rlass Ihe following risks: (a) Goods in hold 
damaged by sea-walei; (6) piopeller daiiiageil by striking, floating 
wreckage; (c) sail .split by wind; (<i) masts purposely cut away when 
ship in danger; (c) cargo buint lor fuel when coal has run short. 

18. What is the effect ol (a) the " Meniorandum ” in a Lloyd's 
policy, (b) an F.P.A. clause in a policy ? 

19. How is loss on cargo computed lor the purpose of particular 
average ? What doeuinciits must be produced by the assured when 
ho claims lor pai ticular avei age loss ? 

20. Explain: (a) Survey report; (ft) salvage charges; (r) .subrogation: 
(dj P.P.I.; (tf) F.C. AS. 

21. Name four classes of properly tlial a policy of fire insurance 
does not cover unless they are specially included. 

Wliat do yon iindcistand by the statement that a policy of insur- 
ance IS a " contract ol imlemmly ” ? What is the eliect of an 
" average clause " in a lire insurance policy ? \ 

22. Explain in connection with fire insurance the moanuigs ol («■>. 
reinstatement, (b) the tariK system. 

23. Enumerate the prmcipal prHvwion.s of the Workmou’s Com- 
pensation Act, 1906 ? What must a cl-iiimant prove to show — 

{a) That the injury alleged brmgs him within the Act i 

[b) That ho is a workman within the definition ol I he Act t 

[o) The amount of the compensation to which he is entitled ? 

XXVif. — Partnerships anu Comi'anibs. 

\y 1 . Define the relation of partnership. Explain how co-owiiors are 
,j*ot necessarily partners. Of how many members may a firm consist ? 

2. What 'are the chief clauses you would recommend for insertion 
in a partnership deed, and why would you recommend them ? 

3. What is meant by " goodwill and wliat is the effect of the 
sale of a partnership business on (1) the right to use the firm-name, 
(2} the right of a partner in the old firm to carry on similar business ? 

4. What is a “ slcepmg partner " ? In the absence ol any written 
agreement between an active partner and a dormant partner — 

(а) Is the active partner entitled to a reasonable salary loi 
managing the business; and 

(б) Is the dormant partner entitled to interest on his capital before' 
the ascertainment of profits ? 

5. Apart from specific agreement, (a) what will be the extent of 
the interest of a partner in the profits of the firm; (6) what will be 
his rights in regard to the management of the firm's business ? 

6. How may a partncrsliip bo formed; and in what ways may 
it be dissolved ? 

7. Whan a partnership is dissolved, what rights has a partner in 
respect of (a) the partnership property; (6) the goodwill of the 
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business ? What should a retiring partirer do in order to evade 
liability for future debts of the firm ? 

, 8. What are the liabilities of the individual partners in a firm to , 
outside personswith -whom the firm deals ? Explain what you under- 
stand by the statement that their liability is " joint and not several.” 

9. State briefly the extent to wliich a partner is liable (a) on con- 
tracts made by a fellow-partner, (6) for wrongful acts committed by 
the latte>. 

10. Dixon & Jones are in partnership as grocers, each having full 
power to sign the firm’s name and to bind the firm. Whilst Dixon is 
away feom business owing to protracted illness, Jones — 

- (a) Buys an expensive motor-car in the firm's name; 

(6) Guarantees in the name of the firm a debt of ^100 owing by his 
brother to a money-lender ; 

(e) Taltps on behalf of the firm a lease of a new and expensive shop. 
Explain whether or no Dixon is liable in respect of any of these 
transactions. 

11. Distinguish between a "general partner” and a "limited 
partner." Contrast and compare a “ limited partnei-ship ” with a 
" limited wnnpany." 

t Ig. By what different processes may a company be formed ? 
Describe the steps necessary for the incorporation of a " registered ” 
Sompany. Explain what is meant by saying that a company is a 
" body corporate.” 

' 13. State precisely what " liraftod liability ” means in connection 
with companies. In what different ways mav this limitation of 
liability be attained in a registered company ? Wrat are the principal 
commercial advantages and disadvantages of the limited-liability 
company ? 

■ 14. Explain carefully and clearly the nature and function of the 
Memorandum of Association of a company, and what purposes the 
Articles of Association serve. 

c Jj5r What is meant by the plurase ultra vires as applied to the dealing* 
of a company ? Give an example of a transaction that would be 
ultra vires of a company formed to carry on the manufacture of 
explosives. If a company borrows money " beyond its powers,” 
what is the position of the lender ? 

16. Enumerate some of the particulars that the prospectus of a 
company must contain. What liability is incurred oy making mis- 
statements in a prospectus, and on what persons will the liability fall ? 

17. Describe briefly how shares are applied for and allotted in a 
.newly-formed joint-stock company. What are " calls ” on shares, 
and how arc they made and paid ? When is a newly-formed public 
company entitled to commence business ? 

18. Distinguish from each other the authorized, subscribed, paid-up, 
and reserve capital of a company. 

Some companies, such as banks and insurance ofSces, often have a 
very large uncalled capital. What are the advantages and dis- 
advantages of this ? 

19. What different meetings may be held of diareholders of a com- 
pany ? What matters come before the meetings that are held 
annually and how are votes usually taken ? 
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20 What books is a company required by law to keep ? Of what 
books is the public allowed inspection or extiacts, and on what 
r conditions ? 

21. What do you under.stand by (a) limited bv guarantee, (k) 
unlimited company ? What arc (c) Tublo A, (d) Statutory Kcport, 
(e) Annual List and Summary ? 

22. In what ic.spccts does a private diffi-r bom a pnblie limited- 
liability company ? Jones & Blown have carried on binaness in 
partnership for many yeais, and they now contemplate turning the 
business into a private limited company. What do you conceive to 
l)e the advantages that this would bring them ? 

23. Enumerate and e^lahi the more important differences betweon 
a company and an ordinary partncrsliip. 

24. What is meant by an " act of bankruptcy " ? Give a list of 
such acts. 

25. Sketch the procedure by which a person may be made bank- 
rupt. How may a bankrupt obtain his discharge, and in what 
circumstances will the discharge be refused or suspended ? 

26. Explain any six of the follorvmg terms used in roferenoo to 
banki-uptcy: Petition, receiving order, statement of affiprs, public 
examination, trustee, committee of inspection, dividend, deed of 
arrangement, composition, fraudulent prctorcnco. 

27. What property of a bankrupt or goods in his possession are noC 
available for payment of his debts ? tn the event of bankruptcy of 
a firm, how are the available assets Spplied as between the flrm^ debts 
and those of the individual partners ? 

28. Explain the position in bankruptcy of a creditor for runt, and 
of secured or partly-secured creditois. Give the rules about 
preferential payments. 

29. For what reasons may a company be wound up, and in what 
different ways may the winding up be carried out ? 

30. Who are “ contributories,” and what are the chief rules as to 
'<5ontribution by them ? In a winding up, who compiles the lists of 

contributories and collects the amounts for which they are liable ? 


XXVIII. — On Stocks and Shares. 

1. Define the term " share " as used in connection with the capital 
of a company. Name the different kinds of shai-es that are issued 
by companies, and explain how they differ from each other. 

2. Explain how stock differs from shares. What is meant by 
" conversion " of shares to stock, and what advantages (if any) docs, 
conversion give ? 

3. What is a " debenture ” ? Explain fully the position of a 
debenture-holder in a company as compared with the positions of the 
preference and the ordinary shareholder. What steps can a debenture- 
holder usually take when his interest has not been paid ? 

4. What do " cumulative " and " participating " mean when 
applied to preference shares ? What is meant by issuing shares 
" at a premium and what are " founders’ shares " find " preferred 
ordinary stock ” ? 
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5. What do you understand " marketable 'securities ’’ to be ? 
Classify them under three heads to corre^ond with the different ways 
in which they pass from sellers to buyers; and give a short description, 
of each class. 

6. State exactly what is meant by “ transmission " of shares an 
distinct from " transfer," and explain in what different circumstances 
transmission takes place. 

7. Ifow would you distinguish between " dividend ” and “ iiitcresl ” 
when these terms are used to indicate the return on an investment ? 
Tn what different ways may dividend or interest be paid ? What are 
the sigfnifications of the words " interim ” and " final ’’ when used as 
descriptive of dividend ? 

8. Wliat is (o) a gilt-edged security, (&) a share certificate, (c) 
probate, (d) letters of administration ? 'V^at advantages and dis- 
advantages attach to a " bearer security ” ? 

9. Give a brief description of the London Stock Exchange, explain- 
ing its constitution, the different kinds of members, the function of 
the committee; also what kind of business is carried on there, and 
what is meant by speaking of different markets in the same exchange. 

10. Distinguish carefully between the functions of the jobber and 
the broker on the London Stock Exchange. Wliat is meant by the 
" turn of the market ’’ ? What book entries and what advices are 
1 necessary to complete a transaction on the Exchange, and to make 
it binding on the outside buyer or seller ? 

tl. Describe throughout the procedure to be followed in the pur- 
chase of, say, 100 shares in The Rand Mines, Limited, from the placing 
of the order with a broker, who is a member of the London Stock 
Exchange, to the entering of the purchaser’s name on the company's 
share register, and the receipt of the shore certificate by the broker's 
client. 

12. What is meant by the " Settlement ’’ on the London Stock 

Exchange ? Over how many days does the Settlement extend; and 
what are the special features of each of the days ? ■» 

13. E^lain clearly and in some detail what are (a) a "bull” 
transaction, (6) a " bear " transaction, on the Stock Exchange. 
What do (c) "carryover.’’ (if) "contango," (e) "backwardation "mean ? 

14. What is meant, in connection with the lAsndon Stock Exchange, 
by the phrase "financing the account " ? Describe clearly the part 
played therein by the banks. How is it that when " money is dear ’’ 
contango is high t 

15. How and why does the lowering of the Bank rate affect («) 
British Government stocks, and (b) speculative securities ? 

16. What is meant by " official quotation " ? A dealer quotes a 
broker for Argentine 4 % Loan 1899, SSJ-fiSJ. "What does this 
quotation mean ? How are the dealer and the broker respectively 
remunerated ? 

17. Explain the tei-msfOutsidc broker. Scrip, Option, Put and Call, 
Trustee Stocks. 

18. What do you understand by speculation ? How would you 
distinguish between speculation and investment ? Explain your view 
as to whether speculation is of benefit to the ccanmnnity, or the reverse. 



482 


MODERN BUSINESS AND ITS METHODS 


XXIX. — ^The Tndustriai. Structure. 

1. Trace briefly the course, anti indicalc st'iU'iaJly tlie effects, of 

the economic changes known as the Industrial 'Revolution. r 

2. Give a short history of the rise of the factory system in this 
country. What is meant in speaking of the " domestic " form of 
industry ? 

3. Wliy has the England of 1800-1870 been called " the s^vkshop 
of the -world ” ? Mention the principal inventions that made this 
description possible. 

4. Explain exactly what you understand by the production of 
wealth. How would you justify the statement that the banker or 
stockbroker is as truly a producer as the carpentci or blacksmith 7 
Give reasons why you do or do not regard us producers a judge of 
the High Court and a professional violinist. 

5. Enumerate the factors of jtfodnetion. Explain fully the use of 
the term " land " in this connection; and show how it contributes to 
production in three different ways. 

8. 'Why is the division of labour (a) necessary, (b) advantageous, 
in the organization of industry at the present day ? What part does 
the employer take in tliat organization ? Would you put mm under 
the head of labour or of capital, and why ? 

7. Explain clearly the function and' the qualifications of the, 
eitirepnneur Would you class him with labour, or put him in a 
class by himself, as a factor of prodnctioii ? 

8. 'What do you understand by the term “ capital,” and what 
would you say its functions are ? 

9. How docs the accountant's conception of what capital includes 
differ from a narrower economic view ? In this narrower view, are 
land and finished goods capital, or not ? Is an investment in National 
War Bonds capital or not ? Give reasoms. 

10. Why must capital he classed as a factor of production ? 
distinguish between fixed and circulating capital. 

11. Wiat are the four di-visions into which the occupations of man 
are commonly classified ? Give three examples of each class. 

12. Explain how commerce is usually distinguished from industry. 
Into what sub-classes of occupation would you divide commerce ? 

13. Under what beading would you classify each of the following 
occupations ? — 

fa) Banking f») Fisheries (ft) Boot-making 

(6) Architecture m Teaching ft) Engine-driving 

(e) Coal raining (g) Insurance (j) Agriculture 

{cti Accountancy 

14. Show how the application of the joint-stock principle provides 
organized channels for the use of capital that might otherwise lie idle; 
and how an efficient hanking system is of similar benefit to the 
community. 

15. Wliat is meant by "consumer’s surplus” ? How is it that, 
when a favourite article of coasuraption becomes dearer, the ;siverage 
user will go on paying the higher price as long as lie ^possibly can, 
rather than spend the money on .something else ? 
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1(5. Sliitu whal you miiterbland by tin: leiiu* " monopoly,” ami 
explain the nature and the limits of the monopolist’s powers. Give 
your views as to whether a monopoly price is nccessiurily higher than 
the competition price for the same commodity. ” 

17. What have you to say in favour of competition in the procliic- , 
tion and exchange of commodities; and what, if anything, against it ? 

18. Do the prices of commodities always correspond to the costs 
of their ^production on the one hand, and to the extent of their utility 
to consumers on the other ? Explain why they do, or do not. 

19. Discuss the causes and conditions that give rise to combines or 
trusts, and the objects for which these are created and maintained. 

20. Distinguish between a cartel and a trust. Give the chief argu- 
ments for and against such forms of commercial combination. 

21. Write a brief note on the desirability or the undesirability of 
municipal and of State ownership or management of commercial 
under taldngs. 

22. Take any simple and common commodity with the production 
of which you have some familiarity. Use this to iliustrate how a 
variety of persons engaged m different occupations take part in the 
production of the commodity; and how the price charged to the 
ultimate Sonsumor is almost wholly made up of the wages paid at 
sui*'.eoding stages to the persons whoso labour has helped in its 

•production. 

23. Explain briefly how, in theory, the wages paid for managing 
ability should be determined. « 

24. Examine the statements that " rent is a surplu.s which does 
not enter into the costs of production ”; that " rent is determined by, 
and does not determine, the price of the product." 

26. What part does capital play in the production of wealth ? 
What share does it take of the weith it is used to prodiioo ? How 
far is this share part of the necessary costs of production, or how far 
is it similar in nature to the rent of land ? 

26. What is included in the term “ profits ? K labour is pa{(J 
for by wages, and the use of land by rent, what exactly is it that is 
paid for by profits ? 

27. Explain who are the different sharois in the dLstributioii of 
wealth, and the work that each class does for the share it takes, 

28. How far do the interests of employers and employed coincide, 
and where do they diverge ? 
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241, 291, 310; standing orders. i 
^41; status reports, 60. 241; , 
storing valuables, 241, See . 
Cheques, also Bills of Exchange. | 

Banker and customer, 242-245; 
banker’s hen, 242; banker as , 
agent, 243; dealing witlr agents, I 
243; lermination of authority, 1 
244—245 I 

Banlting, Growth of, 246-261; ; 
before Bank of England, 246; 
Bank of England, 247-251; 
joint-stock banks, 249, 251; 
limited liability, 252; deposit 
banicing and che<]ncs, 249| 252, 
254; Banlc Act. 1844, 252-258; 
expansion and amal^mation, 
258-261; crises, 249, 250, 259, 
293, 294; foreign and colonial 
banks, 260, 290 


B.uikniptcy, 404-408; act of, 245, 
406; petition, receiving order', 
public examination, 406; trustee 
245, 406, 418; rleods of arrange.^ 
meat, 405; of Cirm, 407; of 
ali.ircholdci , 418; dl bank cus- 
tomer, 245; fr.iudulciit prefer- 
ence, 324, 407; socurecl and 
preferential crcditorsr 407; 
bankrupt ’.s tools, etc., 407; 
discharge, 408 
Bartatiy, 363 
B^urter, 262-263 
Bears and bulls, 425-426 
Billofcntiy, Customs, 194, 196 
Bill of Lading, 359-365; specimen 
of, 360-362; definition and uses, 
148; release cm payment or 
acceptance, 129, 183; surrender 
on delivery of goods, 148, 237, 
.364; clean and ioiil, f51, 363; 
through bills til hiding, 194; 
terms and conditions of, 363; 
purposes of, 364; how trans- 
. fen'eri, 364; three copies, 364; 
stamp, 364; in hands ol agent, 
343; as banker's security, 237 
Bills of Excliango; 6'2-63, 1 19-141, 
definition, 119; draft and accept- 
ance, 119-122; qualiliod accept- 
ances, 122; inland bills and their 
uses, 12'2-124; foreign bills, 124- 
131; maturity, 132; positions of 
parties, 133; negotiation, 97, 
107, 110, 123, 134; presentation 
and dishonour, 135; noting and 
protest, 136; intervention lor 
honour, 137, 239; stamps, 139, 
domicile, 121-239; authorizing 
bank to pay, 121; enforceable at 
law, 63, 123; discounting, 64, 123, 
238, 286, 289; drawn in sets, 
124; collecting, 120, 126-131; 
239; interest bill, 127-130; 
documentary bill, 127-130, 151, 
181-183; advances on, 128-131, 
237; days of grace, 132; holder 
in duo course, 133; transfer by 
dcUveiy, 134; restrictive and 
other endorsements, 134-135; 
relour sans fruis, 135; allonge. 
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Bills of Excliiingc— tontd. 

135; accommodation bills, 135: 
1 ight of recourse, 136, 239, 286 , 
“ in case of need,” 137; renewing, 
i curing rebate, tenor, usance, 
backing, Jo-exchange, 140-141; 
bank accepting for customers. 
241,J291, 310; bank bills and 
trade bills, 241, 291. 310, 314; 
sterling bills, 315; finance bills, 
306, See Chefjiies, also Foreign 
Exchange 
’Bimetallism. 284 
Bonded Warehouses, 189, 193 
Bought and sold notes. 183, 185, 
188, 192, 335, 338, 424-425 
Bounties, 194 
Branch shops, 68-69 
Brokers; produce broker. 179, 
192; insurance broker, 366; bill 
broke?, 289; stockbroker, 289, 
• 423; outside brokers, 421; factor 
and broker, 338 
Bucket shops, 422 
Bullion, 248, 251, 253, 268-272, 296 
Bulls and boars, 425-426 
Business names, Registration of, 
391 

Buyers, departmental, 73, 92 


Call: on paitly paid sliares, 401; 
put and call, 427; money at 
call, 286 

Canals, 348, 431, 433 
Capital; and credit, 71, 88; fixed 
and working, 88; sufficiency of, 
88, 91; absorbed by stocks and 
l.ook debts, 88-92, 123; in 

relation to profits and turnover, 
81. 83, 91-92, banker’s, 234, 
247; loanable, 286; company’s 
authorized, subscribed, etc., 
397, 402; in shares and stock, 
410-420; organization for pro- 
vision of, 441; accountant's 
and economist’s views of, 436; 
fixed and circulating, 437; as 
factor of and sharer in pro- 
ducBon, 436, 447 
Cai'bon copies, 16. 78 


Card index, '38-41 

records, 42-47 

Carriage, Eaw of, 354-357, 358- 
365; common carrier, 354; Pefet 
Office position, 354; Act of 
God, King’s enemies, inlierent 
vice, 355, 358, 363; Ganders Act, 
1830, 355; Railway and Canal 
Traffic Act, 1854, 356; owner’s 
and company’s risk, 356; dura- 
tion of cairier’s liability, 356, 
stoppage in transit, 345, 357; 
364; carrier's lion, 357, 363; 
contract of affreightment, 358; 
cliarter party, 359; bill of lading, 
359-365; Merchant Shipping 
Act, 1894, 359, 364; seaworthi- 
ness, despatch, non-deviation, 
359, 364; lay days and demur- 
rage, 359; jettison, barratry, 
perils of the sea, 363, 370-371 

by land, 348-354; railways 

and canals, 348, 431, 433, 4^4; 
railway routes, 349; Post Office 
and parcels companies, 349; 
railway rates and classification, 
350-354; special rates, 352; 
tlu'ough rates and Railway 
Clearmg House, 353 

by sea, 357-365; freight 

calculations, 146-148; ocean 
routes, 357; liners and Uamps, 
358; port of regisU-y, 358 ; rall^jP-y 
steamshro-services, 349; coasting 
vessels, 348; charter party, 196, 
359;billof ladmg, 148, 359, 365; 
payment of freight, 363 
Cartels and trusts, 444 
Cash on delivery services, 23, 69 
Caveat eniptor, 331, 341 
Certificate of origin, 162 
Chain rule, 300 
Charter party, 196, 359 
Cheques, 61, 93-118; definition' 
apd form, 93-94; orders that 
are not cheques, 94; date and 
amount, 95; parties, 96; bearer 
and order cheques, 96; endorse- 
ments, 97-103; signing for ■ 
anotlier, 100; forgery and altera- 
tions, 103-104, 242; crossings; 
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Cheques — coiitd. 

lOS-109; negotiability. 107, 
holder's ehoicc of courses, 110; 
Clearing system, 111-115; 

, clearing banks. 1 12; as transfers 
of •credit, 115; dishonour, 116, 
242; payment stopped, 117, 
244; how marked when returned, 
116-117; delay in presentation, 
117; certification by banker, 
118; "open" clieque, 105; 
drawer's death or bankruptcy. 
117, 244-245; origin of. 247, 
249, 252, 254 

Cboses in action and in possession, 
339 

Circularizing, 8, 17-21 
Clearing house: bankers', 111- 
115, 288; railway, 353; Stock ! 
Exchange, 425 

Codes; telegraphic, 170-178; of 
prices, 71-72 
Coinage. See Money 
Collection of accounts, 63-64 
Combines and trusts, 443-444 
Commerce; and industry, 437; 

divisions of, 437-439 
Commission, 65, 76, 128, 144, 183; 
del credere, 195, 335; on bank 
account, 226; secret, 338; stock- 
broker's, 423 

Committee of lunatic, 245, 330,418 
Coippany. See Joint-stock Com- 
pany 

Competition: in trade, 69, 72, 79; 
in Money Market, 293; effects 
on p-ices, 281, 442; for foreign 
bills, 304; and monopoly, 441- 
445 

Comptometer, 22-23 
Consideration m contracts, 324- 
326 

Consignments to agents, 51, 195 
Consuls, 165; consular invoices, 
163-165 

Consumer's surplus, 441, 442 
Consumption and production, 433 
Contango, 425, 426 
Contract, 323-336; elements of, 
323-328; rights and obligations 
of parties, 323; express or 


Coni 1 act- -could 

implied, 323; consideration, 321- 
326; simple and specialty, 324, 
.3:42: offer and acceptance, 326-1 
.328; 1 evoking oJfcr, 326; keep- 
ing olfer open, firm offer, 327; 
misapprehension, 327; accept- 
ance by post, 328; defei^lb in 
328-332; void and voidable^ 
328-332; illegality, 329; in're- 
slraint of trade, 329; incapacity, 
necessaries, 330; ultra vires, 225’ 
331, 399; mistake, 327, 331, 
.339; mi.sropresentation and 
fraud, 331, 401; damages. 3.31, 
337; 344; conditions and war- 
ranties, 340; broach, 344; specific 
performance, 344; particular 
contracts, 332; when writing 
required, 2.36, 237, 332, 340, 
356, 377; stamps, 3S2, 336; 
specimen of deed, 333; of agredi 
ment under hand, 335; original 
and coiinlcrpart. 336; stock- 
^iroker’s contract notes, 424- 
425; bought and sold notes of 
imporU 183, 185, 188, 192, 
See Sale of Goods 
Co-operative movomeni, 73-74 
Copying Processes, 16-20 
Corporate body, status of, 396 
Correspondence, organization of, 
14-17, 77-78. See Letters 
Costs; trader's, 71, 79-80; manu- 
facturer’s, 75, 79 
Cotton, imports and sales of. 189- 
191; .spot, to arrive, 189; futures, 
hedges. 189-191; by sample, 
by description, 189; grading, 

Course of trade: exports, 154-159; 
imports, 179-192 

of a lran.saction, 58-66 

Courts, action for debts in, 64 
Credit: terms of, 51, 64, 66; given 
in trade, 68, 70-71, 91, 123; 
given by banks, 233-238; letters 
of, 239; opening of a bank 
ci'edit, 240; consists of trans- 
ferable rights, 266,' 276; based 
on trust, 275; bank credits 
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Credit — contd. \ 

increase currency, 276-282, 296 

note, 53-44, 60 

'Cross reference: on subject card. 

40; in cojjy-letter book, 4 1 
Currency: cheques as, 255, 274; 
Treasury notes. 273, 278; gold 
basi«w of, 277; increased by 
bank credits. 276, 296, elas- 
ticity of, 276; inflation of, 278; 
depreciation of, 251, 279; Gres- 
ham's Law. 270-273, 280; paper 
currency, 273-280; inconverti- 
ble paper, 278, 319; evils of 
incoi^vertibility, 279; Report of 
Committee on 454 See Money 
Customs duties and regulations, 
192-194; bonded warehouses. 
189, 193; invoices required, 128, 
130, 144. 163-165; drawback. 195 

IJatks, how to refer to, 6; averag- 
ing, 66 

Debentures and debenture stock, 
414; form of debenture, 415 • 
Debit note, 53, 60 
Decimal coinage, 301; scheme for 
British, 451 

Deed, contract by. 324, 332; 

specimen of, 333 
Del credere commission, 195, 338 
Delivery note, 60 
order, 195 

Demand and supply; of commodi- 
ties, 281; of currency, 282; of 
loan money, 286; of bills, 304; 
and competition, 441-445 
Demurrage, 196, 352, 359 
Departmental buyers, 73,92, re- 
turns, 85-87; stores, 68-69, 73 
Dictaphone, 78 

Directors, signatures of, 5, 101, 102 
— L- liability of 225, 401 

, election of, 402, 403 

Discount: trade and casli, 64; 
calculation of, 65; banker’s on 
bills, 64, 123-124, 238, 286, 289; 
market rates of. 290 
Dividends; cum dividend, ex divi- 
dend, 196,* how paid, 418-420; 
a charge on production, 448 


Dock warrant, 183-184, 195-237 
Docketing, m flltng, 25-26 
Draft, and tare, 194 
Drawback and debenture, 195 
Duplicating processes, 16-20 , 

Endorsements. See Cheques, 
also Bills of Exchange 
Enquiries: records of, 39; quota- 
tions against, 58; department 
for, 76-77; about new cus- 
tomers. 59-60, 106, 154; by 
banks, 223, 241 
Entrepreneur, 435 
Estimates for goods, etc., 55, 56. 
58. 75 

Exchange, foreign. See Foreign 
Exchange 

Exchanges; produce, 180-192; 

stock. 420430 
Excise duties, 192 
Executors and administrators, 
signature of, 101-102; recog- 
nition of, 244, 418 
Export Uade, 142-178: finance of, 
128-131, 237; shippers as agents, 
144; as merchants or manufac- 
turers, 154; export invoices, 
143-144, 154-155, 160-165; cer- 
tificates of origin, 162; consular 
invoices, 163-165; making up 
and packing, 144-146; freight 
charges, 146-148; primage Jfnd 
rebate, 148; bills of lading, 148; 
marine insurance, 148-150; de- 
spatch of goods, 150-153; 
shipping note, 151-153; mate's 
receipt, 151; forwarding agents, 
156; clearing agents, 128, 148; 
F.O.B.. C.I.F., etc., prices, 
159-161; foreign weights and 
measures, 161-162 

Factor and broker, 338; Factors 
Act, 343 

Factory; organization of, 74-75; 

system of industry, 432 
Fiduciary issue, 253, 256 
Filing. 25-37; evolution of, 25-26; 
objects and principles, 28-31; 
invoices and receipts, 30; kinds 
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Filing — coniil. 

of files. 25-28 , 31-37; fial file. 
,31-33; vertical file. 33-37; filing 
cabinets. 26, 32, 33-36 
Finance of ahipnienls. 128-131, 
lSl-183, 237 

Financial control of busincss,79-92 
Fire insurance, 383-388; principle 
of, 383; mutual and proprielaiy 
offices, 383; foun of policv, 385; 
conditions of policy, 384-386; 
reinstatement, 384; average 
clause, 384, 387; stamp on 
policy, 387; for loss ot rent, 387; 
fire-office methods. 387; of 
imports, 183, 237, 388 
Firm. See Partnership 
Following up quotations, 39, 77 
Foreign exchange, 128, 130, 142, 
161, 299-322; mint par, 300- 
301, 310; foreign currencies, 
301, 310-312, 318; how foreign 
payments arc made. 302; ftuclu- 
ation of rates, 304, 314; gold 
or specie points, 305; invisible 
exports, 306; finance bills, 306; 
house bills, pig or pork, 308; 
bills on London, 308; rales 
quoted of exchange in London, 
310-312; arbitrage, 312; favour- 
able and unfavourable rates, 
313; long and short excliangc, 
C'13; conversion of currency, 
315; sterling bills, 315; cable 
.transfers, 313; exchanges and 
Money Market, 316; Indian and 
silver exchanges, 318; paper 
exchanges, 319; exchanges and 
inconvertible paper, 251, 280, 
321; Report of Committee on, 
454 

Foreign telegrams, 142, 166-178; 
counting words, 166-167; tele- 
graph companies and cables, 
162-168; rates of charge, 168- 
170; uses of codes, 170-171; 
code messages, 171-178 

trade. See Export Trade, 

also Imports 

weiMts and measures, 161- 

162 


Forgery on cheques and bills, 103- 
104, 242 



lljiik account with iiUerest 
columns, 227 

balance sheet, 287 

cheque, 93, 94 

credit, Advice of, 240 

Deposit Receipt, 232 

ol England Weekly Return. 

255, 297 

order (not a cheque), 95 

• paying-in .slip, 230 

Bill of exchange, inland dralt, 
120 


, (oieigu, 125, 127 

Bill ot hiding, 360-362 
CertilicaU- ot origin, 162 
Contract, Simple- Agreement lot 
hervioc, 335 

Specialty— Lease, 333-334 

Contract note, produce broker’s, 
18.5 

^ merchant's, 


, stockbroker's, 424 

Credit note, 54 

Debenture bond to bearer, 415 
Debit note, 53 
Dock warrant, 184 
Index card for, 40 

, ordinary, 4 1 

, vowel, 42 


Insurance — Fire policy, 385- 


386 


Marine policy (company’s), 

373-375 


(Lloyd’s), 368 

Invoice, export, 143, 15p, 161 

, home trade, '49, 50 

(import, 181 
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Forms, specimens oi — conUl. 
Invoice, produce broker’s, 1S5 

, U.S.A. consular, 163-164 

I O U ("1 owe you "). 141 
Landing Recount, 182 
Letter, commercial, 1, 10. 11 

heading, 2 

Letters Despatched Book, 15 
— deceived Book, 14 
Momorandum, 6 
Or(Jer, export, 157-158 
Post Book, 15 
Promissory note, 138-139 
Protest of bill, 137 
Quotation, 56 
Receipt. 55. 95 

Returns, charts of trade, 89, 90 

, tabular. 86, 87, 88 

Rubber stamps, 14. 53 
Share^certificate, 411 

register, company’s, 45 

Shipping note, 152-153 
^eoififcation, 55-56 
Iranisfor dgod for stocks or 
shares, 419 • 

Fraud; in contract, 331 j in bank- 
ruptcy, 329, 407 
Freight. See Carriage by Sea 
Futures in cotton, etc., 189-192 


Gambling contracts, 329, 377 
Garnishee order, 245 
Gold reserve, 253, 257, 293; gold 
standard, 268; gold points, 30Si 
gold centres. 305; gold basis of 
currency, 277; gold and foreign 
payments, 271, 280, 292, 296, 
303-308, 316 

Goldsmiths as early bankers, 246 
Gold Standard Act, 320 
G. M. Q., good merchantable 
quality, 341 

Goods, What are, 339. See Sale 
of Goods 
Goodwill, 392 

Goverrmient: its services to in- 
dustry. 439; control and man- 
agement of industry, 348, 444; 
its ghare of industry’s output, 
449 5ee4’ost Office services 
Gresham’s Law, 270-273, 280 


Gross and net weights, 194 
Guarantee- by jomt and several 
note, 139; as banlcer's security, 
235; writing required, 332; 
fidelity insurance, 389; com. 
pany limited by. 398‘ 

Hammekeu (Stock Exchange), 
422 

Holder in due course, 133 
Holding out, 394 
Hypolliecation, letter of, 129 

Imports, 179-195; persons en- 
gaged in, 179-180; landing, 
warehousing, and sale of wool, 
tea, and fruit, 180-189; of cot- 
ton, 189-191; of wheat, 191- 
192; spot sales, sales to arrive, 
futures, grading, type, 189-192; 
finance of, 181-183, 237 
Indent in export trade, 156 
Index numbers of prices, 282 
Indexes: card, 38-41; ordinary, 41; 

vowel, 41-42 
India CouncU bill, 318 
Industrial Stnioturc, The, 431- 
449; growth fiom domestic to 
factory system, Industrial 
Revolution,431-433, inventions, 
machinery, and steam, 432-433; 
production and its factors, 433- 
437; land and elements* of 
Nature, 434; labour and manage- 
ment, 434-436, the entre- 
preneur, 435; capital and what 
it comprises, 436-437; kinds of 
industry, 437-440; industry and 
commerce, 437; extractive and 
constructive industry, 438; raw 
material or product, 438; divi- 
sions of commerce, 439; direct 
services, 439; services of govern- 
ment, 439; organization of in- 
dustry, 440-441; parts inter- 
dependent, 440; division of 
labour, 435, 441; provision of 
capital, 441; competition and 
monopoly, 441-445; consumer’s 
surplus, 441, 442; competition 
and prices, 442, rings, combines. 
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Industrial Stiucturc-*-iOH/i/ 
cartels, trusts, 443-444; mimici- | 
pal and government control, | 
348, 444; shaiing imliistry’s ! 
output , 445-449; l.il)Our’s sliarc, | 
445; nianagcr’s reniunoralion, i 
446; l.intlowner’s slune, rents : 
and royalties. 446-447; s.li:iie , 
of capital, 447; rcncUiU of ' 
cxliausted capital, 448; inteic.st 
and dividends, 448, Govern- , 
mcnt’s share, 449; disputes 
about the shares, 449 
Infant, in law, 330 
Insurance. 366-389: principle of. 
383; mutual and proprietary 
offices, 383; risk passes with 
ownership, 342; accident, plate 
glass, boiler, fidelity, 389. 6Vc 
Marine, Fire, and Workmen's 
Compensation 

Interest, 65; on lull of exchange, 
127-130, 140; on hank account, 
226; Money Mai k cl lales, 290; 
charging on accounts. 347; 
received from investments, 418; 
a charge on production, 448 
Invisible exports, 306 
Invoice; definition of, 49; purpase, 
52; diecking, 52-53; copying, 
16, 50; filing, 29-30; form m 
home trade. 49-51; in export 
trade, 143-144, 154-155, 160- 
]'65; of imports. 181. 185; pio 
fonnd invoice, 51, 195 
I O U, 141 

Jettison, 149, 363 

Jobber on Stock Exchange. 421; 

jobber’s turn, 423 
Joint, and joint and several 
liability. 139, 394 

ownership, 224, 390 

Joint-stock company. 396-420; 
signature on lellers, S; on 
cheques and bills. 101, 102, 
121; origin of, 396; stalntory, 
chartered, and registered, 396; 
incorporation and corporate 
status, 396, 404, 405; number 
■of members, 397, 404; share 


Joint-stock company — co»td 
capital, 397; limited liabilitv 
397-398, 405, 409; use of word 
"limited," 398; limited by* 
guarantee, 398; unlimited lia- 
bility, 398; Memfiiandum of 
Association ami company’s 
powcKS, 225, 331, 399;j3iivate 
comjmny, 399, 400, 404; Articles 
of A.s.sociation, Table A, 399; 
jirospcctus and contents, 40 o'; 
inisrcprcscnlalion m prospectus, 
401; applications, allotments; 
and calls, 401; commencement 
of business, 401; authorized, 
subscribed, etc,, capital, 402; 
meetings and votes, 402; direc- 
tors, secretary, and auditors, 
403; books and inspection, 403; 
register of monibors, 45, 48; 
filing of transfers, 30; compared 
with partnership, 404; winding- 
up and conti-ilnitories, 408-409; 
liling ilociiinent.s with Itcgis- 
,4rar, .396 , 399, •400. -101, 404; 
transfcraliility of holdings, 402, 
405; company’s bank account, 
224, borrowing powers, 224-225. 
Sf!'. Stoclts and .Shares 

Labouu; a factor of and sharer 
m production. 434, 44S; division 
of labour, 43.5, 441 
Lakh, or lac, of rupees, 196 
Land: a factor of and sharer in 
production, 434, 446 
Landing account. 182 
Lay days, 196, 356 
Lea.se, Form of. 333 
Legal tender, 93, 270, 273, 346 
Letters, commercial, 1-11; form 
of, 1-13; signatures on, 3-5; 
officiaUottcr, 5-6; memorandum, 
6; titles used, 3, 7-8; sizes of 
paper, 8; arrangement of sub- 
ject-matter, 9-1 1; as business 
getters, 12; record of letters 
received, 14; of letters des- 
jiatclied, 15; copying of, 16; 
copy-letter book, 16, 41,*' reply 
reference, 17; multiplex copies, 
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Letters — ootitd. 

17-20; filing of, 25-37; indexing 
of. 38-42; expression in, 12-13; 
■" specimen letters, 1, 6, 10, 11. 
56, 197 

Lien; bankV’s, 242; unpaid sel- 
ler’s, 345; land earner’s, 357; 
ship 5 )jng company's, 193, 363; 
dock authority’s, 193 
Life insurance, 389; policy as 
security. 236 

, Limitations, Statutes of, 346 
Limited liability company. See 
Joint-stock Company 
Limited partnership, 395 
Lloyd’^ 366. See Marine Insur- 

Loose-leaf books. 44-48 
Lunatic: his bank account, 245; 
his contracts voidable, 330; 
as shifteholder, 418 

« 

Machines in the office; typewriter, 
8. 12, 16, 17, 21. 23, 78; for 
numbering and dating, IS; fer 
affixing stamps, 21; cash reg- 
ister, 21; copying press and 
rotary copiers, 16; for multi- 
plex copies, 9, 17-20; for ad- 
dressing, 20-21; calculating, 21- 
23; protecting cheques, 104; 
dictaphone, 78; telephones, 23, 
73; pneumatic tubes, 73 
Mail-order business, 69 
Making-up of goods, 144-145 
Manifest, ship's, 193 
Manufacturing business, 70, 74- 
75, 79 

Marine insurance, 148-150, 366- 
383; general average, 149, 376; 
particular average, 150, 377; 
stamps on policies, 150, 372; 
F.P.A., W.P.A,, A.A.R., etc., 
150; Lloyd's underwriters and 
brokers, 366; slip, or cover note, 
and policy, 367, 377; insurance 
companies, 367; Lloyd’s S.G. 
Policy, 367-369; interpretation 
of terras, 369-372; company’s 
policy, 373-375; added clauses, 
372; kinds of policies, 372; 


Marine Insurance — conU}. 

continuation clause, 372; what 
policy insures, 376; warehouse 
to warehouse clause, 376; F.C. 
& S. clause, .377; insurable 
interest, P.P.I., 377? full ’dis- 
closure, 377; warranties and 
implied warranties, 372, 378; 
broker and premium, 367, 378; 
insurer’s liability, 378, 379; 
proximate cause, 379; total 
loss, actual or constructivo,379; 
abandonment, 379; York-Ant- 
werp rules, 381; the memoran- 
dum and franchises, 369, 381; 
F.P.A clause, 382; claims, 
survey report, salvage, sub- 
rogation, 382-383 
Mate’s receipt, 151 
Memorandum; form of, 6; in 
Lloyd’s policy, 369, 381; Memor- 
andum of Association, 399 
Metric system, 161-162 
Mint, 268-270; Mint price of 
gold, 269, 279; Mint par of 
exchange, 300, 311 
Misrepresentation, 331, 401 
Money, 262-284; need of, 262; 
primitive kinds of, 263; medium 
of exchange and store of value, 
264; measure of value and 
standard for fuliue payments, 
265; stability of value, 265, 3^18, 
281; attributes of, 266-268; 
counterfeit, 266; standard coins, 
268-270; token coins, 270; rc- 

S itativc money, 273; dc- 
, 271, 272; value by tale, 
271; worn coins, 269, 271; 
Gresham’s Law. 270-273, 280; 
kinds of paper money, 273; 
inconvertible paper, 278, 319; 
paper money a necessity, 255, 
274; advantages of paper money. 
267; evils of inconvertibility, 
279; how money is valued, 280; 
changes in value, 281-284; 
index numbers of prices, 282; 
decimal coinage, 301, 447. See 
Credit, also Foreign Exchange 
and postal orders, 61-62, 108 
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Moiii'v Market, 285-298: what it 
IS, 285; its mcmbcTs., 285, 289; 
.laying out. of bank funds, 286; 
Bank of England and Money 
Market,. 288, 292; bill brokcr.s, 
and stockbrokers, 289; disi-ounl 
and interest rates, 299; Hank ol 
lingland reserve, 292-29-1; 
Mohe.v Market and tlie Wai, 
294-297, and the Bank Keliirn, 
296; and the foreign e\-cluingcs, 
316 1445 

Monopoly and competition, 441, 
Moratonnni, 295 

Mortgage as security: of banker, 
234; of debcnlnrc holder, 414- 
416 

Multiple-shop business, 68, 69 
Multiplex processes, 17-20 
Muuicipahlies and industry. 444 

N STION and the railways, olc., 348, 
444 

Necessaiics, Contiticls for, 330 
Negligcnco; in drawing cherpies, 
104; of banker, 243; of agent. 


Olga niza t ion — raiiltl. 

banking sci vices, 221-261, 286- 
Money Market. 285-298; of 
foreign exchange, 299-322; of 
capital supplies, 44;. (by banks , 
231-239 (by joint-stuck enter- 
piisc), 396-420, transport 348- 
;165: iiisiir.iiiee, 366-3S9r Stock 
EMhange, 42ll-43tl; of pm- 


I’anr-NERSHir, 39tl-395- bank ac- 
count of, 224; of what it consists, 
390; firin, number of members, 
39tl; joint ownership, 390; part- 
ncr.ship agreemoni and Partner- 
ship Act, 391; admission of 
partner, 391; 3,92; dissolution, 
392; death or rotirepont of 
partner, 391, 392; goodwill, 392; 
partnei agent of firm, 390; 
signatniu ol paitnois, 4-S, 100- 
101, 393; sleeping partner, 394; 
•liolding out, 394; ]oml liability 
of paitners, 394; limited part- 


338; of ciiirier, 354, 356 
Negotiable inslriimenls. 107-109 
Nickel coins, 267 
Notary public, 136-137 

Offer, Firm, 327. See Conti act 
Owning now accounts. 59-60, 
154: with banks, 223 
Options, 327, 427 
Orders for goods, etc., 52, 58-59; 

in export trade, 156-159 
Organization, 67-92; need of, 13; 
in office, 12-66, 77-78; in buy- 
ing and selling, 58-78; m works 
and factory, 74-75; depari- 
mcntal .stores, 68-69, 73; mulli- 


ncrsliip, 39n; eoinpanson with 
eoiiipany, -404; bankruptcy, 
405-408 

Pass book. Bank, 224-226 
Patterns and sample's, 76, 144, 154, 
156-158, 175, 180, 189 
Payment: of accounts, 61-62, 142; 
terms of, 66. 91; of goods, 343; 
sent at debtor's risk, 345; 
tender, and legal tender, 270, 
273, 345-346; omission of re- 
ceipt stamp, 346; retention of 
insufficient payment, 346; 
statutes of limitations, 346; 
appropriation of payments, 347; 
charging of interest, 347 


pie shops, 68; mail-order busi- 
ness, 69; co-operative societies, 
73; export trade, 142-165; im- 
port markets, 179-195; col- 
lecting and paying cheques, 
105-118; bills of exchange, 1 19- 
131; of note issues, 250-257; 
of coinage, 268-273: of cur- 
rency generally. 262-284; of 


Percentages, use of, 82 
Pig on pork, 308 
Pigeon-hole and docket file, 35-26 
Post Book, 15 

Post Ollicc services, 23, 73; C O.D. 
parcels, 69; cablegrams, 168- 
170; paste rcstanie, lOeifiuonoy 
and postal orders;’ 61-62, 105, 
108, 299; savings bank, 248, 
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Post Office — coiitii. 

parcels post, 349; luihiUiy for 
loss, 354 fS8 

“Price list, 52; and Prices current. 
Prices: mariemg on goods, 71-72, 
and profits, 79-83; and costs. 
79-80; l''.O.R., C I.F., etc, 

1S9-'46]; how expressed, 265, 
index numbers of. 282-283; 
eifects of compctiiion and 
monopoly on, 281, 441-445 
■ Primage, 148 

Principal, s’gnature of, 4; death 
of, 244; undisclosed, 337. See 
AgenJ; 

Private company, 399, 400, 404 
Probate of will, 244, 418 
Proourati,on signature, 4, 100, 102, 
243 

ProduciJi markets, 179-192 
ftoduction and distribution. See 
^Industrial Structure 
Profit and Loss Account, 80 
Profits; gross and not, in relation 
to turnover, 79-83; in relatiftn 
to capital, 81, 83, 92; small 
margins, 190 

Promissory notes, 138-140 
Property; real and personal, 339; 
distinguidifd from possession, 

Prospectus of company, 396-397 
Protective duties, 142, 144, 165, 
192-194 

Protest of bill, 136-138 
Put and call, 427 

Quotation; form of, .56-57; made 
against enquiry, 52, 58; and 
specification, 55 


Remittances, 61-62, 142, sent at 
debtor’s risk, 345. Sen Payment 
. Rents and mining royalties, 447, 

1 Reply reference, 17 
I Report of Committee on Cnr^ 
roncy, etc., 278. 454 
Restraint of Trade, Contracts in, 
329 

. Retail and wliolesale trade, 67-74 
, Returns iincl allowances, 53-54, 60 

' . departmental, statistical, 83- 

92 

I Ring of steamsliip lines, 148, 443 
. Roneoiypc machme. 19 
I Rubber stamps, 14, 53 
Rummaging, 196 

Salts of goods, 339-345; what are 
goods, 339; existing and future 
goods, 339; making a contract 
of sale, 339; contract for lost 
goods. 339; when writing is 
required, 440; conditions and 
warranties, 440-441; buyer on 
his guard, 441; salo.by descrip- 
tion or by sample, -141; when 
title passes, 341-343; risk of 
loss, 342, 344; title to stolon 
goods, 342; retaining right of 
disposal, 344;^ delivery and 
transit, 344; delivery of wrong 
quantities, 34S; acceptance of 
goods, 340, 344; breach »nd 
damages, 340-341. 344-345, 

specific goods, specific perform- 
ance, 339, 344; unpaid seller's 
lien, and stoppage in transit, 345 
Salvage, 382 

Samples and patterns, 76, 144, 
154, 156-158, 175, 180, 189 
Scrip, 427 


Railways, 348-354, 431, 433, 444 l Secret code keys; of prices, 72; of 


Rebate: of discount, 140; of telegrams. 172 


freight, 148, 443 i 

Receipts: form of, 55; on bank I 
order, 95; signature on, 4; 
giving and taking, 54, 62; in 
part .settlement, 54-55, 62. 346; 
staipp on, 55. 346; filing of, 30 
References, ‘in opening accounts, 
59-60, 154,_223, 241 


Selling organization; new accounts 
59-60; retail and wholesale, 67- 
74; travellers and agents, 59, 70, 
76; advertising, 76; answering 
enquiries, 76-77. See Imports, 
also Export Trade 
Share register, 45, 48, 403, 416. 
See Stocks and Shares 
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Shipping note, 151-1S3 
Signature, forms of. m letters, 3-5; 
in cheques and bills, 98-103, 
121; for bank account, 223-225; 
- of 393 

Small mailers, impoi lance of, 
12-13 

Sold and bought notes, 183, 185, 
188, 192, 338, 341), 424-425 
Sole trader, 390 
South Sea Co., 249 
Specie, 253; specie points, 305 
Specific performance, 344 
Specification; for building, en- 
gineering, etc., 55-56; of goods 
imported, 181 

Specimens of forms. See Forms 
Speculation: in futures, 189-192; 
in stocks and shares, 425-426, 
429-430 

Stamp duties; on receipt, 55, 346; 
on cheque, 93; on bill of ex- 
change, 139-140; on bill of 
lading, 148, 364; on marine 
insurance policy, 150, 376; on 
dock warrant, 184; charter 
party, 359; fire policy, 387; 
on transfers, and on share 
certificates to bearer, 417; stock- 
broker’s contract note, 425; 
on deed, 332; on agreement 
under hand, 332; omission of 
F±amp, 336, 346 

Statement of Account. See Ac- 
count, also Account Sales 
Statistics, 73: essentials of, 83-85; 
tabular, 85-88; by chart, 85, 89- 
90; departmental, 86-87; of 
imports and exports, 193 
Status enquiries, 59-60, 154, 223, 
241 

Steamship seivices. See Carriage 
by Sea 

Stencils, 9, 17, 18, 21, 146 
Stodic Exchange, 420-430: London 
Stock Exchange, 420; the mem- 
bers, 421; outside brokers, 421; 
bucket shops, 422; tlie Com- 
mittee, 422; hammering of 
defaulter, 4‘22; procedure of 
buying and selling, 422-423; 


Stock Exchange — coiiW. 
jobber’s profits, turn of the 
market, 423; broker’s com- 
missions, 423-424; broker’s con® 
tract note and slaiup, 424-425 
the settlement, 42, bulks and 
bears, cnulango and bnek- 
rvaidation, carry-ovqr- and 
making-up price, 425-426; other 
terms, 427; official quotation 
427; telegraph, tape machmc.s’ 
428; speculation and invest- 
ment, 429-430 

Stocks and shares, 410-420- as 
security, 235, 289, 426; trans- 
ferability of, 402, 405, 416- 
definition of share, 410; pre- 
ference shares, 412; ordinary 
and deferred shares, 412; issued 
at proiniuni, 412; form of share 
certificate, 411; stock, and con- 
version to stock, 412-413; kinfis 
of stock, 413; debentures and 
debenture stock, and rights of 
qliolders, 414-416; form of de- 
benture, 415; iiuscribed, regis- 
tered, and bearer securities, 
and their transfer, 416-417; 
form of transfer deed, 419; 
transmission of shares and 
stock, 417-418; dividends and 
interest, 410, 412, 418-420, 448 
Stocks of goods: how valued, 81- 
82; monthly estimates of, 87; 
capital absorbed by, 88, 91-92 
Supply. See Demand 
i Surety. See Guarantee 
I Surrender value of life policy, 236 
I Survey certificate or report, 183, 


TAI.E quale. 196 
Tare and draft. 194 
, Tariffs of Customs duties, 142, 165, 
I 192-194 

Tea imports and sales, 186-189 
Tel quel rate, 314 
I Telegrams: rules for writing, 23- 
24. See Foreign Telegra,pis 
I Telegraph translors, 313. 316 
' Tenders for goods, etc., 55-58 
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Test papers — 

(1) The commercial letter, 197 

(2) Minor matters, 199 

(3) Filing, 200 

(4) Indexes and card records, 

(5) Business documents, 202 

(6) Qpurse of a trading trans- 

action, 204 

(7) Organization and control, 

(8) ’Figures and finance, 207 

(9) Cheques, 208 

(10) Collection of cheques, 211 
11 Bills of exchange, 211 

(12) More about bills, 213 

(13) Export trade, 214 

(14) Export trade (continued), 

216 

(15) Foreign telegrams, 217 

(16) Iifiports, 217 

ffi7) The Services of Banks, 465 

(18) The Services of Banks 

(continped), 460 

(19) Growth of English Bank- 

ing, 467 

(20) Money and Credit. 468 

(21) The Money Market, 469 

(22) Foreign Exchange, 470 

(23) Law of Contract and 

Agenty, 472 

(24) Law of SMe and Payment 

of Goods. 474 

(25) Carriage by Land and Sea, 

476 

(26) Marine and other Insur- 

ance, 477 

(27) Partnership and Com- 

panies, 478 

(28) Stocks and Shares. 480 

(29) The Industrial Structure, 

482 

Theft: of a negotiable instrument, 
106-109; title to stolen goods, 
442 

Titles used in letters, 3, 7-8 
Trading and Profit and Loss 
Account, 80 


I Transport. Carriage 
, Travellers and agents, 9, 59, 63, 

. 70, 76. 142, 154 , 

Treasury bills, 296; Tieasury 
notes, 273, 278, 294 
1 Truck Acts, 329 

I Trusts, combines, and cartels, 
I 443-444 

I Turn of the market, 423 
Turnover; and profits, 81-83; and 
capital, 91-92; statistics of, 86, 
88, 89-90; of bank account, 226 
Typewriter.8, 12, 16, 17, 21, 23, 78 

Ut-LAGE, 196 
VUm vires, 225, 331, 399 
Usance, 132, 140, 311 
Utility, surplus of, 441 

Values, how expressed, 265; 

value of money, 280-284 
Vertical file, 33-^ 

Vouchers, receipts as, 54 
Vowel index, 41-42 


Wahl adding attachment, 23 
Wall Street, 428 
War, 

260, 

319 


European, 151, 155, 166, 
274,277,280, 294-297,310, 


Warehouse warrant. See Dock 


Warrant » 

Warranty of bill of exchange, 134; 
in sale of goods, 440; in policies 
of insurance, 372, 378 
Weights and measures, foreign, 
161-162 

Wheat imports and sales, 191-192 
Wholesale and retail trade, 69-74 
Winding-up, 408 
Window dressing, 298 
Wool imports and sales, 180-185 
Workmen’s compensation, 388 
[ Works, organization of, 74-75 


York- Antwerp rules, 381 


i'RINTED 


BO— {1737) 




A SELECTION FROM THE LIST OF 




• — — - ' PubiUhed by 

SIR ISAAC PITMAN & SONS, LTD. 

Complete Catalogue tent post free on application. 


Obtcdnahh through my Bookseller or direct from the Publishers 
LONSOH: FABKEB 8TBEBT. EINaSWAy. W.0.e. 

BATH: The Pitman Fresi. UBIiBOUBNE; The Rialto, Collias St. 
NEW TORE: S Weat 45th Si. TORONTO: 90 Bond Street. 

^INSIA: A. H. Wheeler & Oo., Bombay, Calcutta and Allahabad. 

The Prices' contained in thisi-ist apply only to Great Britain. 


ARITHMETIC 



Arithmetic and Book-keeping. 

By Thos. BnowN, F.S.S., and Vincent E. Ooi,i.inob, 
A.C.I.S. In two parts. Part I . . . Neb 

Part II Neb 

8/6 

1/3 

Arithmetic of Commerce. 

By P. W. Nobbis, M.A., B.Sc. (Hons.) 

Neb 

4/- 

Business Calculations. 

By F. Heelis, F.O.I.S 


8/- 

Complete Commercial Arithmetic. 
Answers 

Neb 

3/- 

i/e 

Complete Mercantile Arithmetic. 

By H. P. Gbebn, P.O.Sp.T. (With Key) 

Neb 

6/- 

Counting-House Mathematics. 

By W..POBRITT and W. Niokun, A.S.A.A.. 

Nab 

2/- 








Arithmetic— contd. 


Elements of Commercial Arithmetic. 

By Thomas Brown Net 8/_ 

Metric and British System of Weights, 

Measures, and Coinage. 

■ By"r)R.. ]?. Moiiwo Perkin Net 3/6 

Principles and » Practice of Commercial 

Arithmetic. By P. W. Norris, M.A., B.So. Si'et 7/e 
Rapid Methods in Arithmetic. 

By John Johnston. Eevised and Edited by G. K.- 
Btjcenali., A.C.l.a. .... Net 1/- 

Slide Rule Applied to Commercial Calcula- 
tions, The. By B,. M. SiHREBY . . Net 2/6 

Smaller Commercial Arithmetic. 

By 0. W. Crook, B.A., B.Sc. . . .Net 2/- 

BOOK-KEEPING AND ACCOUNTANCY 
Accountancy. 

By P. W. PixiiET, P.C.A., Barrisler-at- Law . Net 7/8 

Accountants’ Dictionary. 

Edited by P. W. Pixi-Br, P.C.A. In 2 Vols. . Net 68/- 

Accounting. 

By 8. 8, Dawson, M.Coin., P.O.A., and R. O. de Zottche, 

E.O.A Neb 10/6 

Accounts of Executors, Administrators, and 
Trustees. 

' By WiCHiAM B. PnnAJPS, A.O.A., A.O.I.S. . Net 6/- 

Advanced Accounts. 

Edited by Bogeb N. Oabteb. M.Oom., P.O.A. . Neb 7/6 

Key to Advanced Accounts. 

By B. A. Goodman . . . . - . 20/- 

Advanced Book-keeping. Net 8/6 

Apportionment in Relation to Trust Accounts. 

By A. F. Chick, Incorporated Accountant . . Net 6/- 

Auditing, Accounting, and Banking. 

By P. Dowleb, A.O.A., and B. M. Harris, A.I.B. Net 7/6 

Auditors ; Their Duties and Responsibilities. 

By P. W. PmEY, P.C.A. .... Neb 21/- 
Balance Sheets, Business 
By P. B. Stead 


,. N-ei 10/6 
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Balance Sheets. How to Read and Understand 

By Philip Tovby, F.G.I.S Net 3/6 

Bedrock of Double Entry Book-keeping, The. 

By CiiAB:yjs W. Wbstron, Chartered Aceounlant No^ 1/- 

Book-keeper’s Vade Mecum, The. 

By S. Howard Witiiey, A.L.A.A. . . . Net 3/6 

Book-iteeping, A Course in. 

By B. W. Holland, O.B.E., M.A., MHc., LL.D. Net 4/- 

Book-keeping and Commercial Practice. 

. By H. H. Smith, P.C.T., P.Inc.S.T. ... 1/9 

Book-keeping for Beginners. 

By W. E. Hooper, A.C.I.S. . . .Net 3/- 

Book-fceeping for Bootmakers, Retailers, etc. 

By F. W. Whitfield . ^ , Net 3/8 

Book-keeping for Commercial and Secondary 

Schools. By 0. H. Kibton, A.O.I.S. . Net 3/6 

Bpok-Reeping for Retailers. 

%y H. W. PORKiTT and W. Nickun, A.8.A.A. , Neb 2/- 

Book-keeping for Shopkeepers. 

By J. Greio, F.C.I. . • . 

Book-keeping, Modern Methods of. 

' By B. H. Epps, Chartered Accountant 

Book-keeping Teachers’ Manual. 

By 0. H. :§;inTON, A.O.I.S., F.Inc.8.T. 

Branch Accounts. 

By P. Taggart, A.S.A.A. 

Builders’ Accounts and Costs. 

By Egbert G. Leoge 

Business Book-keeping. 

By J. .Routlby .... 

Commercial Goodwill. 

By P. D. IJSAKE, F.C.A. . . . .Net 21/- 

Company Accounts. 

■ By Arthur Coles, F.0.L8 Neb 7/8 

Consignments, Account Sales, and Accounts 
Current. 

By B. J. Hammond, A.O.I.S., A.L.A.A. . . Net 5/- 

Cost Accounting. 

By W* Ainsworth, A.O.I.S., A,O.W.A. . . Net 6/- 


. Neb 2/6 

. Net 4/- 

. Net 7/6 

. Net 8/-» 

. Net 3/6 
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Cost Accounting. 

By W. B. L 1 A.WI 1 BNCB, C.P.A Net 21/- 

.Cost Accounts in Principle and Practice. 

By A. CuPFOBD Bipgway, F.C.A. . . . Net 5/- 

Oost Accounts for the Metal Industry. 

By H. E. Parkes, M.Com.. A.C.W.A. . . Net 10/8 

Costing and Price Fixing. 

By J. M. ScOTT-MAXWELt, B.Sc. . . . Not 6/- 

Gosting, A Primer of 

By B. J. H. Byaxi., P.O.W.A Net ' 5/- 

Costing, Dictionary of. 

By B. J. H. Ryaix, P.C.WJl Net 10/6 

Costing, Theory and Practice of 

By B. W. Newman, A.C.A Net 8/6 

Depreciation and Wasting Assets. 

By P. D. Leake, P.O.A. . . . .Not 15/- 

Dictionary of Book-keeping. 

By B. J. PoBTEBS Not 7^6 

Foreign Exchange Accounting. , 

ByO.DjaBUB Nob 16/- 

Full Course in Book-keephig. 

By H. W. PoBBiTT aud W. Nioklin, A.S.A.A. Net 5/- 

Higher Book-keeping and Accounts. 

By H. W. PoBonr and W. Nioklin, A.8.A.A. Net 6/- 
Hotel Book-keeping. Neb 2/6 

How to Become a Qualified Accountantl 

, By B. A. WnTTY, F.S.A.A Net 8/6 

Manual of Book-keeping and Accountancy. 

By A. Nixon, P.O.A., and H. B. Evans, A.O.A. . Net 10/6 

Manual of Cost Accounts. 

By B. JOLTOS Lunt, P.C.A., A.C.I.S., P.C.W.A. Net 7/6 

Notes of Lessons on Book-keeping. 

By J. Boutley Net 3/6 

Practical Book-keeping. 

By G. Johnson, P.C.I-S. .... Neb 6/- 

Principles and Practice of Book-keeping and 

Accounts. By B. Q. VicKEBY, A.O.A. . Nob 12/6 
Principles of Auditing. 

By P. B. M. Db Pauia., O.B.E., F.O.A. . . Net 7/6 

Principles of Book-keeping Explained. 

By 1. H. Humphbyb ...... Net- 2/6 
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Questions and Answers in Book-keeping and 

Accounting. By S'. F. Sharlbs, F.S.A.A., Net 10/6, 
Railway Accounts and Finance. 

By Allbw E. Newhook, A.E.O. . , . Neb 6/- 

Shopkeepers’ Accounts Simplified. 

By CoiiNEU. Net 2/- 

Sinking Funds, Reserve Funds, and Depreciation. 

By J. H. Bubton, A.S.A.A Net 8/6 

BUSINESS TRAINING, ETC. 


Authorship and Journalism. 

By Albert E. Bull Net . 3/6 

Business Handwriting. Net 1/6 

Business Methods and Secretarial Work for 
G^ls and Women. 

tffiy Helen Beynabd, M.A Net 2/8 

'Commerce, Stage I. 

By A. Jahe4 . . • . . . . .2/6 

Commercial Handwriting and Correspon- 

. dence Not 2/8 

Commercial Practice. 

By Alfred Schofield Net 3/6 

Counting-House Routine. 1st Year’s Course. 

By Vincent E. Collinge, A.C.I.S. . . . Not 1/9 

Counting-House Routine. 2ttd Year’s Course. * 

By Vincent E. Oolungb, A.O.I.S. . . . Net 8/B 

Course in Business Training. 

By G. K. Bdcknall, A.C.I.S. ... 2/6 

Elements of Commerce. 

By P. Hetwood, A.C.I.S Not 4/- 

Game of Commerce, The. 

By H. Kendrick Net 8/6 

How to Become an Auctioneer and Estate 

Agent. By W. P. Nokbs, P.A.I. . . Net 8/6 

How to Become a Private Secretary. 

By J. B. MoLaohlan, P.I.PB. . . . Net 8/6 

How to Enter the Mercantile Marine. 

By A. JP^ETCHER ..... Net 8/6 



Business Training — contd. 

How to Write a Good Hand. 

By B. T. B. Holunqs Net 

Junior Woman Secretary. 

By ^NIB E. Davis, P.Iiic.B.T. . . . . Net 

Aiianual of Business Training. Not 

'Modern Business and Its Methods. 

By W. Campbell, OhaHeced Secretary. . . Net 

Popular Guide to Journalism. 

By A. Kingston Net ' 

Practical Journalism and Newspaper Law. 

By A. Bakbb, and E. A. Cope . . Net 

Principles and Practice of Commerce. 

By James Stephenson, M.A., M.Com., D.So. . Not 
Principles of Business. 

By James Stephenson, M.A., M.Com., D.Sc. 

Port I, Net 2/6; . . . Part I[, Net 

Routine of Commerce. 

By Alfred Souopibld, B.Sc,(Econ). . . Net 

Short Story W'riting and Free Lance 
Journalism. By S. A. Moseley . ' , Nob 

Theory and Practice of Commerce. 

Edited by P. BtansuH, P.O.I.S. . . .Nob 

Traders and Trading. 

By W. J. Weston, M.A., B.Sc. . . . Net 

CIVIL SERVICE 

Civil Service Arithmetic Tests. 

By P. J. Varlby-Tipton .... Net 
Civil Service Essay Writing. 

By W. J. Addis, M.A. Net 

Civil Service Guide. By A. J. Lawfobd Jones Net 
Civil Service Practice in Precis Writing. 

Edited by Abtbdb Beynolds, M.A. (Oxon) . Net 
Civil Servant and His Profession. The Net 
Copying Manuscript, Orthography, Hand- 
writing, Etc. By A. J. Lawfobd Jones. Neb 
Digesting Returns into Summaries. 

By A. J. Lawfobd Jones .... Neb' 
6 


PEIOB 

1/6 

8 /- 

4y- 

7/6 

2/6 

S/e 

8/6 

3/6 

7/6 

7 / 6 ^ 

2/6 


2/6 

2/6 

2/6 

2/6 

3/6 

3/6 

2/6 



Civil SerWce — contd. 


Elementary Precis Writing. 

By Walter, Shawcross, B.A. . . . Net 8/- 

jGuide to Indexing and Precis Writing, ’ 

By W. Weston, M.A., B.Sc., and B. Bowkbb . Ngt 8/- ’ 

Indexing and Prfecis Writing. 

By A. J. La-wford Jones . . . .Net 8/8 


ENGLISH AND COMMERCIAL 
CORRESPONDENCE 


Business Letters in English. 

By ^3^. J. Weston, M.A., B.Sc. . . . Net 

Commerce and Correspondence. 

By B. H. Grout, B.Sc.(Econ.) .... Net 
Commercial Correspondence and Commercial 
Ej^glish. Net 

Commercial Dictionary. Net 

Common-sense English. 

By R. W. Holland, M.A., M.Sc., LL.D. 
Correspondence of Coiftmerce, The. 

By A. Risdon Palmer, B.Sc., B.A. . . Net 

English Composition and Correspondence. 

By J. P. Davis, D.Lit., M.A., I<L.B. (Lond.) . Net 
English fqr Commercial Students. 

By H. W. Houam'ON Net 

English Grammar and Composition. 

By W. Weston, M.A., B.Sc. (Load.) . . Net 

English Mercantile Correspondence. Net 
English Prose Composition. 

By W. J. Weston, M.A., B.Sc. (Lond.) . . Net 


Essentials of Speech. By John R. Pelsma . Net 
Guide to Commercial Correspondence and 
Business Composition. 

By W. J. Weston, M.A., B.So. (Load.) 

How to Teach Commercial English. 

By Walter Shawcross, B.A. - .Net 

Manual of Commercial English. 

By Walter Shawcross, B.A. • • .Net 

Manual of Punctuation. By w. D. Webster 
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English and Commercial'' Correspondence — contd. 

Pocket English Dictionary. Net '^j/e 

•Principles and Practice of Commercial Corre- 
spondence. By J.Stemienson, M.A., M.Coiu. Net 7/6 
Punctuation as a Means of Expression. 

• By A. E. Lovelc,, M.A. .... Nob 1/., 

Synonyms and Antonyms, Pitman’s Book of.^ 

Net 2/6 

COMMERCIAL GEOGRAPHY AND ^ 
HISTORY 


Commercial Atlas of the World. Net 

Commercial Geography of the British Empire 
Abroad and Foreign Countries. Net 

Commercial Geography of the British 

Isles Net 

Commercial Geography of the World. Net 
Commercial History. .> 

By J. B. V. Mabcuant, M.A. . . . Net 

Elements of Commercial Geography. 

By 0. H. Grant, M.Sc., F.B.Mot.Soo. . . Net 

Elements of Commercial History. 

By Fred Hai^ M.A., B.Ctom., F.0.I.S, . t Net 
Geography of Commerce, The. 

'By W. P. Bdttbib, M.Oom Net 

History of Commerce, The. 

By T. G. WiLUAMS, MjV., P.B.HiBt.S., F.B.Boon.S. Net 

Principles of Commercial History. 

By J. Stephenson, M.A., M.Com., D.Sc. , Net 
World and Its Commerce, The. Net 


6 /- 

3/- 

2 ^ 

4 / 6 - 

5/6 

2 /-' 

2 /- 

6 /- 

6 /- 

7/6 

6/6 


ECONOMICS 


British Finance (1914-1921). 

Edited by A. ■yy. KiBKAiDy, M.A., B.Litb., M.Oom. Not Ig/- 
British Labour (1914-1921). 

EdltedbyA.W.KiBKAUDy,M.A.,B.Litt., M.0oin. Neb 10/6 
Dictionary of Economic and Banking Terms. ^ 

By W. J. Weston, H.A., B.Sc., and A. Okew • Net 5/- 
8 



Economics — contd. 


Economic Geography. 

By John MoFablane, M.A., M.Com. . . Nat 10/ft 

Economic Geography, The Principles of. » 

By B. N. Budmosb Bhown .... Net y/ft 
Economibs for Business Men. * 

By W. J. Weston, M.A., B.Sc. . . . Net 8/6 

Economics for Everyman. 

By J. E. liB Bo8s:gnol Net 6/- 

Ecoi}omics of Private Enterprise, The. 

. By J. H. Jones, M.A Net 7/6 

Economics ; Principles and Problems. 

By Li, D. Edib ...... Net 16/~ 

Elements of Political Economy. 

By H. Hall, B.A Net 2/- 

Guide to Political Economy. 

By P. H. Spencer, B.So., LL.B. . . .Net 8/8 

Indusilrlal Combination in England. 

#By P. PmoHRALD, B.Oom Net 10/6 

' Introduction to Sociology and Social Problems. 

By W. G. Beach ...... Net 6/- 

Labour, Capital and Pfnance. 

By “ Spectator ” (W. W. Wall, P.J.I., P.S.S.) . Not 8/6 
Main Currents of Social and Industrial Change, 

1870-1924. By T. G. Williams, M.A. . Net 6/- 
National Economics. By B. Batten . . Net 5/- 

Outlines of Central Government. 

By JOHN'J. Olakkb, M.A., P.S.S. . . . Net 2/6 

Outlines of Industrial and Social Economics. 

By John J. Clarke, M.A., P,S.S., and James B. 

Pratt, Net 1/8 


Outlines of Local Government. 

By John J. Clarke, M.A., P.S.S. . . .Net 

Outlines of the Economic History of England. 
By H. O. Meredith, M.A., M.Com. . . Net 

Plain Economics, 

By John Lee, M.A., M:.Oom.So. , . • Net 

Social Administration. 

By John J. Clarke, M.A., P.SB. . . . Net 


2/6 

7/6 

3/6 

7/6 


Substance of Economics, The. 

By H. A. SiLVBHMAN, B.A. 

’ a 


. Net 6/- 



BANKING ANP FINANCE 


Banker as a Lender, The. 

Uy T?. E. Stbklf, Net 5/- 

Bankers’ Advances. 

ByF.R. Stead. EditeflbyStR.Toiis Paoet, I£.0. ,Noli 6/- 
Bankers’ Advances Against Produce. 

• By A. Williams, A.I.B. .... Nob 6/- 
Bankers’ Credits. By W. F. Spalding . Nor 10/6 
Bankers’ Securities Against Advances. 

By Lawrence A. Fogg, Cert. A.I.B, . . Not ' 6/- 

Bankers’ Clearing House, The. 

By P. W. Matthews Neb 7/8 

Bankers’ Tests. By F. n. Stead . . Nefc 10/6 

Bank Organization, Management, etc. 

By J. F. Davis, M.A., D.Lit., LL.B. (Loud.) . Nob 6/- 
Cheques. By 0, F. Hannapobd . . . Nob 6/- 

Dictionary of Banking. 

By W. d’lioMSON and Llovd CiroLSTiAN . . Not S0 /t> 

Eastern Exchange. By W. F. Spalding . Not 16/- •“ 

Elements of Banking. By P. Gandy . Not 8/- 
English Banking Administration, An Outline of. 

By Joseph Sykes, B.A. (lions.) . . .Net 8/6 . 

English Banking Methods. 

By L. L. M. Minty, Ph.D., B.So., B.Oom. . Net 16/- 
Euglish Composition and Banking 
Correspondence. 

By L. B. W. O. FuLLBitooK-liBaaA'rT, M.C., B.A. ,Net 6/- 
English Public Finance. 

By Harvey B. Fisk Net 7/6 

Foreign Exchange and Foreign Bills in Theory 

and in Practice. By w. F. Spaldeng . Net' 7/6 
Foreign Exchange. A Primer of 

By W. F. Spalding Net 3/6 

Foreign Exchange. Part I. Answers to Ques- 
tions to Institute of Bankers’ Exam. 

Papers on. 

By L. L. M. Minty, Ph.D., B.Sc. . ■ . .Net 3/6 

Foreign Trade, The Finance of. 

By W. F, Spalding Net 7/6 

Functions of Money, The . By W. F. Spalding .Net " 7/6 
10 



Banking and 'Finance — contd. 


How to Succeed in a Bank. By P. B/Stkklg Nst 8/6 
International Trade Finance. 

By O. W, Edwaiids, Ph.D Net 10/8 

London Money Market, The 

By W. P. Spalding Nat lO/o 

Modern Finance and Industry. 

By A. S. Wade Net 6/- 

Money and the Stock and Share Markets. 

By Emil Davies Net 2/- 

Money, Exchange, and Banking. 

By H. T. Easton, A.I.B Net 6/- 

Notes on Banking and Commercial Law. 

By*T. Llovd Davies Net 3/~ 

Practical Banking. 

By J. P. G. Bagshaw, Cert. A.I.B. . . . Net 7/6 

Talks on Banking to Bank Clerks. 

Byi»H. B. Evans Net 2/6 

«Title Deeds and Real Property Law. 

By P. B. Stead Net 6/- 

INSURANCE 

Actuarial Science, The Elements of. 

By B. E. Underwood, M.B.E., P.I.A. . . Net 8/- 

Burglary Risks. 

By E. H. Gbodt, B.So., A.C.I.I. . . .Net 10/6 

Business Man’s Guide to Insurance, The. , 

By A. Philpott Net 8/6 

Compound Interest, Principles of. 

By H. b:. Edwards ..... Net 6/- 

Credit Risks^ Commercial. By G. H. Swain Net 6/- 

Fire Insurance, Common Hazards of. 

By W. G. Kubleb Ridley, P.O.I.I. . . Net 6/- 

Fire Insurance, Principles and Practice of. 

. By P. Godwin Net 5/- 

Fire Policy Drafting and Endorsements. 

By W. C. H. Dablby Net 7/6 

Guide to Marine Insurance. 

By Henry Keate Net 3/6 


Insurance. By 'P. E. Young, B.A., P.B.A.S., W. B. 
S’teoNG, P.I.A., and Vytyan Mark, P.F.A., P.I.A. Net 10/6 
11 



Insurance — contd . 

Insurance Office Organization, Management, 
and Accounts. ByT. K. Younq, B.A./lf'.U.A.H., 
and Bichaud Masteiis, A.O.A. . . . Not 

Insurance of Profits. 

• By A, Q. Mackbn "Not 

Insurance of Public Liability Risks. 

By S. V. Kiiikpatiiick, F.O.I.I. . . NoJ^- 

Law and Practice as to Fidelity Guarantees. 

By C. Evans and F. II. Jones . Not 

Life Assurance from Proposal to Policy. 

By H. nosiONO Taylor, P.I.A., A.C.I.I., and V. W. 

Tyler, F.I.A. Not 

Life Assurance, Guide to. 

By S. G. Leigh, F.I.A Nub 

Motor Insurance. By W. P. Todd . Not 

Pension, Endowment, Life Assurance, and 
Other Schemes for Commercial Companies. 

By H. Douguarty. F.O.I.S Not 

Personal Accident, Disease, and Sickness 

Insurance, The Principles and Practice of 
By.l.B. VVelson, LL.M. . . '.Net 

Physiology and Anatomy. 

By H. Gardiner, M.S., F.U.C.8. . . . Not 

Principles of Insurance. By J. aleued Ekb Net 
Successful Insurance Agent, The. 

By J. J. Bisgood, B.A., F.C.I.S., J.P. . . " Neb 

Talks on Insurance Law. 

By J. A. Watson, B.Sc., LL-B. . . . 'Net 

Workmen’s Compensation Insurance. 

By 0. B. Golding, LL.B., F.O.I.I. . . . Net 

SHIPPING 

Case and Freight Costs. 

By A. W. E. Orosmeld .... Not 
Consular Requirements for Exporters. 

By J S. Nowhry Not 

Exporters’ Handbook and Glossary, The. 

By F. M. Dddeney Net 

Exporting to the World. By A. a. Preciado Not 
How to Export Goods. By F. M. Dudeney Not 
12 
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Shipping -contd. 

PBICB 

How to Import Goods. By J. a. Duhnaob Net 2/- 
Import and Export Trade. 

, By A. B. Harvey Not 21/- 

Importer’s Handbook, The. 

By J. A.*Dunnaob Ngt 10/8 • 

Shipbroking. 

By G>D. MacMtobay and M. M. Obbb . . Net 3/8 

Shipper’s Desk Book, The. 

B:j J. A. Dunnage Net 8/6 

• Shipping. By A. Halu and F. Heywood . Net 2/- 
Shipping and Shipbroking. 

By O. D. MACMniiRAY and M. M. Cbee . . Not 15/- 

Shlp^ing Business Methods. By B. B. Paul Net 3/6 

Shipping Finance and Accounts. 

By B. B. Paul Not 2/6 

Shipping Office Organization, Management, 

md Accounts. By Alfred Calvert . Net 8/- 
l^hipping Terms and Phrases. 

By J. A. Dunnage Net 2/6 

SECRETARIAL WORK, ETC. 
Chairman’s Manual. 

By Gubdon Pahn, of Qray’a Itm, BarrUicr-at- I mw, 

and EBNjpsT Martin, P.O.I.S Not 5/- 

Company Registrar’s Manual, The. 

By J. J. Quinlivan Net 10/8 

Company Secretarial Work. 

y B. Martin, F.O.I.S. .... Net 8/- 

Company Secretary’s Vade Mecum. 

Edited by P. Tovey, P.O.I.S Not 3/6 

Debentures. 

By F. SHE^VELL Cooper, M.A., Barrialer-at- Law Net 6/- 
Dictionary of Secretarial Law and Practice. 

• Edited by Philip Tovey, F.0,I.S. . . . Net 42/- 

Examination Notes on Secretarial Practice. 

By C. W. Adams, A.C.I.S Not 2/6 

Formation and Management of a Private 
Company. 

Bs F. D. Head, B.A Net 7/6 

13 



Secretarial Work, etc — contd. 

Guide for the Company Secretary. 

By Autucjh Coles, P.O.I.M Net 6/- 

Guide to Company Secretarial Work. 

• By O. OLDti.VM, A.C.I.S. .... Nob 

•Hqnorijry Secretaryship. 

By \V. B. Tiiohnk Net 3/6 

How to Become a Company Secretary. 

By E. J. Hammo.nd, A.C.I..S Neb 8/6 

How to Become a Private Secretary. 

By J. E. McLaculan Net 8/6 

How to Take Minutes. 

Edited by E. Martin, P.C.I.S. . . . Net 3/6 

Income Tax and Super-Tax Practice, 

Dictionary of. By W. E. «nullino . Net S5/- 
Income Tax, Practical. By W. E. Snellino Net 8/6 
Income Tax Relief, Double. 

By U. E. Seed and A. W. Kawlinson . . Not" 10/6 

Limited Liability Companies. 

By n. AsnwoitTU, A.A.C. .... Net 10/8 
Meetings. By P. D. Head, B.A.' . . . Not 6/- 

Outlines of Transfer Procedure in Connection 
with Stocks, Shares, etc. 

By E. D. Head, B.A. (Oxon), Barrialer-al- Law . Net 8/6 

Practical Directorship. 

By H. B. COLESWOKTUY, A.S.A.A., and S. T. Morris, 

iS.S.A.A Net 7/6 

Practical Share Transfer Work. 

By E. W. Liddinoton Net 8/6 

Prospectuses : How to Read and Understand . 

Them. By Philip Tovey, E.C.l.s. . Not 6/- 

Questions and Answers on Secretarial Practice. 

By E. J. Hammond, A.C.I.S Not 7/6 

Secretary’s Handbook, 

Edited by Sib H. B. Blain, O.B.E. . . Net 5/- 

Transfer of Stocks, Shares, and Other 
Marketable Securities. 

By E. D. Head, B.A Net 10/6 

14 



INDUSTRIAL ADMINISTRATION 


Employment Management. 

Compiled and Indited by Bahibl Bi<OQMii7£LD . Net 8/6 

Engineering Factory Supplies. 

ByW. J. Hiscox Net ,6/- 

Factory Administration in Practice. « 

By W. J. Hiscox Net 8/8 _ 

Factory Lay-Out, Planning and Progress. 

By W. J. Hiscox Net ^/G 

Factpry Management. 

. By P. M. Atkins, M.A. .... Net gl/- 
Fair Wage. A By B. batten . . . Net 2/6 

Industrial Conflict. 

By tfie Right Hon. Geobge N. Babnes . , Net 8/6 

Industrial Control (Applied to Manufacture). 

By P. M. Lawson, A.JM.I.C.E., A.M.I.Mech.B. . Net 8/8 

Industrial Organization. 

By John Lee, M.A., M.0oi!a.8c. . . , Net 6/- 

Sntroduction to Industrial Administration, 

An. By J. Lee, O.B.B., M.A., M.Oom.Sc. . Net 6/- 
Lectures oh Industrial, Administration. 

Edited by B. Muscio, M.A Net 6/- 

Management. By J. Leih . . . .Net 6/- 

Modern Industrial Movements. 

Edited D. Bloomeieed .... Net 10/6 

New Leadership in Industry, The. 

By S. A. Lewisohn Net 7/6 

Outlines' of Industrial Administration. 

By B. 0. Heefokd, H. T. Hiuiage, and H. G. 

Jenkins Net 6/- 


Patents for Inventions. 

By J. Ewabt WAi.KBB,B.A.,and R.B. Eosteb,B.Sc. Net 
Philosophy of Management, The- 
By OuvEB Sheldon, B.A. .... Net 
Principles of Industrial Administration, An 
Introduction to. 

By A. P. M. Eleesong, C.B.B., M.Sc., M.I.E.B., and 
H. J. Bbocklehubst, M.Eng., A.M.I.B.E. . Net 
Principles of Industrial Welfare. 

By J. Lee, M.A Net 

' 16 


81 /- 

10/6 

8/8 

S/- 




Industrial Administration — contd. 
Problems of Labour. 

Compiled and Edited by Danirl Bloompusld . Net g/fl 
Psychology of Management, The; 

By L. M. Giujubth Neb 7/0 

^Research in Industry. , 

By \ p. M. ItEAUNa, O.B.E., M.Sc., Ai.I.R.B., 
and J. G. Pjsakce, B.Sc., A.M.I.K.lil. . . Net 10/6 

Sharing Profits With Employees. 

By J. A. Bowie, M.A Nob 10/6 

Time Standardization of Workshop Operations. , 

By T. PiLKiNGTON Neb 16/-' 

Welfare Work in Industry. 

Edited by E. T. Keixy . . . . Neb 6/- 

Workshop Committees. By c. G. Kenolu . Net" i/~ 

BUSINESS ORGANIZATION AND 
MANAGEMENT 

American Business Methods. 

By E. W. Pahsons, E.fif Not 8/0 

Business Management for Small Retailers. 

By II. \V. Thbrdam . . ' . . . Nub 8/0 

Card Index System. Not a/- 

Colliery Office Organization and Accounts. 

By J. W. Innes, F.O.A., and T. Coun Campbell, 

E.C.l Nob 7/8 

Commercial Management. ByC.li.BoLLiNQ Net 10/6 
Counting-House and Factory Organization. 

ITy .T. Gilmoub Williamson .... flot 7/6 
Drapery Business Organization, Management, 

and Accounts. By J. Ernest Bayley . Net 7/6 
Filing Systems. By B. A. Cope . . . Net ' 3/6 

Flour Milling Industry Organization and 

Management. By E. L. Pearson . . Net 12/6 

Grocery Business Organization and Manage- 
ment. ByO.L.T.BBBCinNaandJ. A.SiIART . Neb 6/- 

Hotel Organization, Management, and 

Accountancy. By G. De Boni, ITotel Managor, and 
E.E.8 iiablbs,E.S.A.A., A.O.I.S. . . . Neb 10/6 

How to Grant Credit. By Oothbert Gheio Nob 8/6 
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Business Organization .and Management — contd. 

, PBIOB 

How to Collect Accounts by Letter. 

By O. Hannepobd-Smith .... Net 3/6 

How to Manage a Private Hotel. 

By P. Hobbs Not, 8/8 

Manual«of Duplicating Methods. ^ 

By W. Desbokough Neb 3/- 

Oflice Machines, Appliances, and Methods. 

By W. DESBOiiOUGii, F.C.1 . . . .Net 6/- 

0£fice Organization and Management, Includ- 
•ing Secretarial Work. 

By Latobencb B. Dicksbe, M.Oom., P.O.A., and 

Snt H. B. Blain, O.B.E Net 7/6 

Organization of a Small Business, The. 

By \V. A. Smith Net 2/6 

Self-Organization for Business Men. 

By Mobiey Dainow, B.Sc Net 6/- 

Solicitors’ Office Organization, Management, 
iStnd Accounts. 

By E. A. Cope and H. W. H. Bobins . . Net 6/- 

Stockbroker’s Ofi&ce Organization, Manage- 
ment,' and Accouitfs. ByJ. E. Day . Net 7/6 

MUNICIPAL WORK 

Local Government of the United Kingdom, 

The. By J. J. Clabkb, M.A., P.S.S. . . Net 10/6 

Municipal Accounting Systems. 

By 8. WiHTEHBAD, A.S.A.A., A.O.I.S. . . Net .B/- 

Municip&l Audit Programmes. 

By the Same Author ..... Net 8/6 

Municipal Book-keeping. 

By J. H. McOaix, E.S.A.A Net 7/6 

Miihicipal and Local Government Law. 

By H. B. Smith, LL.B Net 7/6 

Municipal Organization. ByM.H.Cox,LL.B. Net 6/- 

Organization and Administration of the 
Education Department. 

By A. B. lEQf, B.Sc., LL-D Net 7/6 

Organization and Administration of the 
Electricity Undertaking. 

By,0. L. B. Stbwaht, M.I.E.B. . . . Net 6/- 
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Municipal Work — contd- 

Organization and Administration of the 
Finance Department. 

J3y W. Bateson, A.C..\.. P.S.A.A. . . . Not 7/6 

Orgawization and Administration of the Gas 
* Undo'^taking. By n. Uiton, kb.a.a. . S/- 

Organization and Administration of the 
Public Health Department. 

By Vi/', a. Leonaud, Chief Cierhuud Sl/ilislieitni in 

Ihe PuMif Himltli Depnrlvir.nl, UirniUii/ham . Not 6/- 
Organlzation and Administration of the 
Town Clerk’s Department and the 
Justices’ Clerk’s Department. 

By A. S. Wbiout and U!. il. Singuston . . Net ' 7/6 

Organization and Administration of the 
Tramways Department. 

By S. B. N. Maii.<3I), Acconnhinl to IJie iiirmini/hfivi 
Corporation Tranncnns ..... Net ^ 6/- 

Organization and Administration of the 
Waterworks Department. 

By B. J . At,ban, F.S.A.A., B.l.M.T.A., A.C.I.S. . , Not 10/6 
Principles of Organization. 

By W. Bateson, A.C.yV., F.S.A.A. . . .Net 8/6 

ADVERTISING AND SALESMANSHIP 
Ads. and Sales. By Hekbbrt N. Oasson . ^Net 8/6 
Advertising and the Shopkeeper. 

Bys Harold W. Blbt Ijret 3/6 

Advertising and Selling. 

Edited by Noble T. PRAiaa .... Net 10/6 

Advertising Procedure. By o. Klbppnbb . Net 21/- 

Advertising Through the Press. 

By N. Hdn'TEb Net 5/- 

Business Man’s Guide to Advertising. 

By A. B. Bdll Net 3/6 

Buying Goods. By a. B. Bull . . Net 2/- 

Gommercial Travelling. By A. E. Bull . Net 3/6 

Craft of Silent Salesmanship. 

By 0. Maxwell Tkegurtha and J. W. Brings Net 5/- 
Effective Postal Publicity. 

By Max BiOTENBEoa .Web 7/6 
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Advertising and Salesmanship— contd. 


Efficient Salesmanship. By P. w. SmiuBSAii Net 
Language of Advertising, The. 

By J. B. Opdyckb Net 

Lettering, Plain and Ornamental. 

By Books 7et 

Mail Order and Instalment Trading. 

By tA.. B. Buli. Net 

Mail Order Business, Conducting a 

By A. E. Bull Net 

Mail Order Organization. By P. E. Wilson Net 
Modern Advertising. Two Volumes . . Neb 

Modprn Methods of Selling. By L. J. Hobnig Net 
Modern Publicity. By A. W. Dean . . Net 

Outdoor Sales Force, The. By P. B. Wilson Not 
Outline of Sales Management, An. 

By/|0. 0. Knights, Sales ConatOtani . . Net 


Practical Press Publicity. By A. L. Cultbb Neb 
Practical Salesmanship. 

ByN. 0. PowLBa,asai8ted,Jsy 29 expert salesmen, etc. Net 

Principles of Practical Publicity. 

By TnuMAN A. db Wbbsb .... Net 
Sales Management. By O. L. Bolling . Neb 
Salesmanship. 

By W. A. Cobbion and Ot. E. Gbimspalb . Net 
Salesmanship. By O. H. Pbrnaij), M.B.A. . Net 


Salesmanship, Technique of. 

By C. O, Knights Net 

Shop Fittings and Display. 

By, A. B. Hammond Net 

Storecraft. By S. A. Williams, M.A. . . Neb 
Successful Retailing. By B. N. Simons . Net 
Ticket and Showcard Designing. 

■ By P. A. Net 

Training for More Sales. 

By O. C. Knights, Sales Cormdtant . . Net 

Training in Commercial Art. 

By V. L. Net 

Window Dressing. By G. L. Timmins . . Net 
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TRANSPORT 


Commercial Afr Transport. 

By Libut.-Cou Ivo Edwakds, C.M.G. and E. 

^ Tymms, M.O., A.F.tl.AL>.a Net 7/6 

history and Economics of Transport, The. 

* By A.s,W. Kibkaldy, M.A., B.Litt., M.Com., .and ~ 

A. D. Evans .... . Net 15/- 

How to Send Goods by Road, Rail, and Sea.^ 

By G. B. Lissenden Nef S/- 

Industrial Traffic Management. 

By G. B. Lissenden Net -81/- 

Modern Railway Operation, 

By D. B. Lamb, M.Inst.T Net 7/6 

Motor Road Transport. By J. Piiixa-imobe Net, io/6 
Port Economics. 

By B. OONNINGIIAM, D.Sc., B.E., F.li.a.E., 

M.Inst.C.E Not 6/- 

Railway Rates : Principles and Problems. 

By P. Bpiirr, M.Inst.T Not*'' 6/- 

Rights and Duties of Transport Undertakings. 

By H. B. Davies, M.A Not 6/- 

Road Making and Road Using. 

By T. SAiJaEi.D, M.Inst.C.E., M.iust.T. . . Net 7/0 

WORKS OF REFERENCE. ETC. 

Business Building. 

Edited by P.F..Smablbs,F.S.A,A.,A,O.I.S, 2Vo1s. Net 43/- 

Business Man’s Encyclopaedia. 

Edited by J. A. Si.ATBn, B.A.. LL.B. Four Vols. Net £4/4/- 

Business Man’s Guide. 

Edited by J. A. Slater, B.A., LL.B. . . Net 6/- 

Business Statistics. 

By B. W. Holland, O.B.B., M.A., M.Sc., LL.D. Not 8/0 

Business Terms, Phrases, etc. . . Not 8/6 

Charting, Manual of. Net 6/- 

Gharts and Graphs. 

By Kabl G. Kabbtbn, B.A. (Oxon) . . . Net 25/- 

Commercial Arbitrations. 

By B. J. Paeuy, B.Ho., F.1.0,, F.O.S. . . Not 8/6 

Commercial Commodities. 

By F. Matthews, B.Sc., A.I.O.. F.O.S. . . ,Net - 12/6 
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Works of Reference, etc. — contd. 

Commercial Contracts. By B. J. Pabby . Net 6/- 
Commercial’ Self-Educator. 

Edited by B. W. Holland, O.B.E., M.A., M.Sc., LL.D. 

Two Vols Net«» 30/-4 

CommdUities of Commerce. / 

By J. A. Slateb, B.A., LL.B. . . .Net 6,t- 

Dicticwiary of the World’s Commercial Pro- 
ducts. By J. A. Slater, B.A., LL.B. (Loud.) Net 8/8 
Disi 4 :ount, Commission, and Brokerage Tables. 

By Ernest Hbavinqham .... Net 1/6 

Fruit and the Fruit Trade. 

By E. Eaireord ...... Net 6/- 

Guidb to the Improvement of the Memory. 

By the late Bbv. J. H. Bacon . . . Not 1/6 

History, Law, and Practice of the Stock 
Exchange, The. 

By 4. P. PoLEY, B.A., and P. H. QOTOD . . Not 7/6 

investor’s Manual, The. 

By W. W. Wall. E.S.S., E,J.I. . . .Not 3/8 

Mercantile Terms and^ Abbreviations. Not 1/6 
Money and the Stock and Share Markets, The. 

By Emil Davies Neb 8/- 

Money Making in Stocks and Shares. 

By S. A. Moseley Net 7/6 

Public Speaking. By P. H. Kjbkpatriok . Net 6/- 
Public Speaking, Essentials of. , 

By W. G. Dubois, A.M., LL.B. . . .Net 8/6 

Romance of World Trade, The. 

By A. P. Dennis, Ph.D„ LL.D. . . .Net 16/- 

Shareholder’s Manual, The. 

By H. H. Bassett Net 8/6 

Statistical Methods. By P. O. Mujs . . Net IB/- 


LAW 


Bankruptcy, Deeds of Arrangement, etc. 

By W. Valentine Ball, M.A., Barriater - at-Lim Net 
Bills, Cheques, and Notes. 

By J. A. Slater, B.A., LL.B. . , .Net 
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Law — cgntd. 


Commercial Law of England, The. 


By J. A. 8LATEU, B.A., LiL.B. (Lond.) 

Net 

3/6 

Conmanies and Company Law. 

By A.^0. CONNKU,, LL.B. (Lond.) . 

Not 

6/- 

Company Case Law. 

By F. D. Head, B.A. (Oxon) 

Net- 

7/6 

Company Law. 

By H. FABitAR, M.C., M.A., LL.D. 

Not 

12/6 

Elements of Commercial Law, The. 

By A. H. Douglas, LL.B. (Loud.) . 

Net 

2/- 

Elementary Law. By E. a. Cope 

Net. 

4/- 

Examination Notes on Commercial Law. 
By 11. W. Holland, O.B.B., M.A., M.Sc., LL.D. 

Not 

2/6 

Examination Notes on Company Law. 

By B. W. HOLI.AND. O.B.B., M.A., M.Sc., LL.D. 

Net'' 

2/6 

Guide to Company Law. 

By B. W. Holland, O.B.E., M.A^, M.Sc., LL.D. 

Net 

8/6 

Guide to Railway Law. 

By Aiwiiun E. Chapman, M.A., LL.D. (Oamb.) 

Net 

7/6 

Guide to Bankruptcy Law. 

By F. Porter Faossbt, B. A., hh.B.yBarrister-al-Laui Net 

3/6 

Guide to the Law of Licensing. 

J. Wells Thatcher .... 

Net 

6/- 

Law for Journalists. 

By Charles Pjlley, JSarri«(er-oi- Late 

Net 

5/- 

Law of Contract, The. 

By B. W. Holland, M.A., M.Sc., LL.D. . 

Net 

6/- 

Law of Repairs and Dilapidations. 

By T. Cato Wobsfold, M.A., LL.D. 

Net 

3/6 

Law Relating to Building and Contracts. 

By W. T. CuESWELL, Bwrrialcir-at- Lmo 

Net 

7/6 


Law Relating to Secret Commissions and 
Bribes. 

By Albeut Cbew, Barriaier-at- Law. 
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Law-*-contd, 


Law Relating to Carriage by Land, 

Sy S. W. Cl.Vuke, BafHsler-at~Law , Neb 7/8 

l^aw Relating to Trade Customs, Marks, etc. ’ 

By LaWkencjs DtJGKWorerH, BarriBter-aJb- Law . N^^ l/3i 

Legal Aspect of Commerce, The. 

By S. SoiioLiriELD, M.Com., A.C.I.S. . . Neb 7/6 

Legal Terms, Phrases, and Abbreviations. 

By B. A. Cope Net 8/- 

Mercantile Law, Principles of. 

By B. W. Ohai^cb, O.B.E., LKB. . . . Net lS/6 

Outlines of Company Law. 

By B. D. Head, B.A. (Oson) . , . Net 2/6 

Partnership Law and Accounts. 

« By R. W. Holland, O.B.B., M.A„ M.Sc., LL.D. Net 6/- 

Principlea of Marine Law. 

By Lawrence DucKwosttH .... Net 7/6 

Questions and Answers on Commercial Law. 

By B. W. Holland Net 6/- 

Questions and Answers on Company Law. 

IBy G, William Pobtcnb, B.S.A.A., F.O.I.S, (Hons.), and 
D. R. Matheson, M.A. (Hone.), A.SA.A, (Hons.) Neb ,5/- 

Railway Act, 1921, The. 

ByB.P. GBii'EiTHS,P.O.I.,F.B.B.A.,QTad.Inst.T. Not 2/6 


Railway (Rebates) Case Law. 

By Geo. B. Lissbndbn Net 10/6 

Solicitor’s Clerk’s Guide. 

• By E. A. Cope Not 4/- 

Trusts : Law, Administration, and Accounts. 

By O. Kelly and J. Oolb-Hamilton . . Net 15/- 

Wills, Executors and Trustees. 

Bji J. A. Slater, B.A.i II 1 L.B. (Lnnd.) . . Net 2/6' 

23 



COMMON COMMODITIES AND INDUSTRIES 


Each book in crown Svo, illustrated. Ss.^net 
In each ol tlio h-andboolra in this series a particular pi'oduct orindustly 
is 'treated by an expert writer and practical man of business. Begin- 
ning the life history of the plant, or other natural product, he 
follows itS'.developmcnt until it becomes a commercial cCinmodity. 
and so on through the various phases of its sale in the market and its 
puichasc by the consumer. 

Acids, Alkalis, and Salts. 

By G. H. J. Adi-am. M.A.. B.Sc., F.C.S. 

Alcohol in Commerce and Industry. 

By C. Simmons, O.B.E., B.Sc., F.I.C., F.C.S. , laie Superintending 
Analyst in the Government Laboratory, London. 

Aluminium. 

Its Slanufaeturfl, Manipulation, and Marketing. 

By George Mortimer, M.Inst.Met. 

Anthracite. 

By A. Leonard Summers. 

Asbestos. 

By A. Leonard Sommers. 

Bookbinding Craft and Industry. 

By T. Harrison. 

Boot and Shoe Industry, The. 

By J. S. Hardino, Head of the Bool Department of the Leeds Central 
Technical School. 

Bread and Bread Baking. 

By J. Stewart. 

Brifshmaker, The. 

By Wm. Kiddier. 

Butter and Cheese. 

By C. W. Walker Tisdale, F.C.S. ; and Jean Jones, B.D.F.D., 
N.D.D., Deputy-Manager of the Wensleydale Pure Milk Society, Ltd. 

Button Industry, The. 

By W. Unite Jones. 

Carpets. 

By Reginald S. Brinton. 

Clays and Clay Products. 

By Alfred B. Sbarlb, Author of "The Ceramic Industries Pocket 
Book," etc., etc. 

Clocks and Watches. 

By G. L. Overton 



Common Commoditres and Industries— contd. 
qiothing Industry, The. 

By B. W. P001.E. Head of the Clothing Trades Dept., Leeds 
Central Technical School. 

Cloths lond the Cloth Trade. 

By J. A. HuNTKsf. 

Coal. 

Its Origin, Motbod ot Working, and Preparation for the Market. 
By l-RANCis H. Wilson, M.lnst.M.E. 

Coal Tar. 

By A. R. Warnes, F.C.S., A.I.Mech.E., Lecittrer on Coal Tar 
Distillation at H-ull Technical College. 

Cocoa and Chocolate Industry, The. 

By A. W. Knapp, B.Sc.. F.I.C. 

Coffee. From Grower to Conenmer. 

By B. B. Keablb, of Messrs. Joseph Traoers & Sons. 

Cold Storage and Ice Making. 

B^ B. H. Springett, Editor of “ lee and Cold Storage." 

Concrete and Reinforced Concrete- 
By W. Noble Twblvbtbees, M.I.Mecb.E., Author of "Reinforced 
Concrete," elo. 

Copper. 

From the Ore to the Metd. 

By H. K. Picard, Assoc, Royal School of Mines. 

Cordage and Cordage Hemp and Fibres. 

By T, WooDKODSE and P. Kilgour, both of Dundee Teehnieai 
College. 

Corn Tirade, The British. 

By A. Barker. 

Cotton. From tbe Baw Material to tbo Finished Prodnet. 

By R. J. Peake, 

Cotton Spinning. 

By A. S. Wade. 

Cycle Industry, The. 

By W. Grew, 

Drugs in Commerce. 

By J. Humphrey, Ph.C., F.J.I. 

Dyes. 

By A. J. Hall, B.Sc., F.I.C., F.C.S., Technical Chemist. 

Electric Lamp Industry, The. 

% G. Arnclifke Percival. 
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Common Commodities and Industries — contd. 
Electricity. 

By R. E. Reals. B.Sc. (Hons.), A.M.I.E.E., A.C.G.I. 

Eng;;gving. 

, By 1..^. Lascelles. 

Explosives, Modern. 

'By S. I. Levy, B A., B.Sc.. F.I.C., late oj the Factories branch 
Department of Explosives Supply. 

Fertilizers. 

By Herbert Cave. 

Film Industry, The. 

By Davidson Bouguey. 

Fishing Industry, The. 

By W. E. Gibbs, D.Sc. 

Furniture. 

By H. E. Binstbad, Editor of " The Furniture Record." 

Furs and the Fur Trade. 

By John C. Sachs. 

Gas and Gas Making. 

By W. H. Y. Webber, C.E., of the Gas Light and Coke Company, 

Glass and Glass Making. 

By P. Marson, Consultant upon Refractory Materials, etc. ; Honours 
and Medallist in Glass Manufacture. 

Gloves and the Glove Trade. 

By. B. E. Ellis. 

Gold. 

By Benjamin White. 

Gums and Resins. Thoir Occurrence, Properties, anfl Uses. 

By Ernest J. Parry, B.Sc., F.I.C., F.C.S. 

Incandescent Lighting. 

By S. I. Levy, B.A., B.Sc., F.I.C. 

Ink. 

By C. Ainsworth Mitchell, M.A., F.I.C. 

Internal Combustion Engines. 

By J. Okill, M.I.A.E., Author of" Gas and Oil Engine Operation." 

Iron and Steel. Their Froauetion and Manufacture. 

By C. Hood, of the wett-hnown firm of Messrs. Bell Brps,, Ltd. 
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Common uommodities and Industries — contd. 


Ironfounding. 

. By B. Whiteley. 

^Jute Industry, The. 

By T. ^ooDiiousE and P. Kilgour, both of Dundee ffgbhnieal 
College. 

Knitted Fabrics. 

By J5hn Chamberlain, Head of the Textile Department, Leicester 
Mwticipal Technical Uchools ; and Jambs H. Quilteb. 

Le^d, Including Lead I^igments. 

By J. A. Smythe, PU.D., D.Sc., Reader in Chemistry, Armstrong 
College. 

Leather. From the Eaw Materia! to tbe Finigliod Product. 
ByaC J. Adcock. 

Linen. From tlie Field to ttae Fmlehed Product. 

By Alfred S, Moore. 

Locks and Lock Making. 

Byf .]. Butter. 

.Match Industry, The. 

By W. Hepworth Dixon. 

Meat Indostry, The. 

By Walter Wood. 

Motor Boats. 

By Major F. Strickland, M.I.E.E., M.I.M.E. 

Motor Industry, The. 

By Horace Wyatt, B.A., Hon. Sec. of Oe Imperial Motor Transport 
Council. 

Nickel. . 

By F. B. Howard White, B.A. 


Oil Power. 

By Sidney H. North, A.lBst.P.T. 

Oils. Animal, Vegetable, Ecconttid, and Mlnorol. 

By C. Ainsworth Mitchell, M.A., F.I.C. 

Paints and Varnishes. . ^ 

By A. S. Jennings, F.I.B.D., Editor of "The Decw^or Examn^ 
in Painters' and Decorator^ Worh, City and Guilds of London Institute. 


Paper, its History, Sources, and Production. 

By Harry A. Maddox, SUuer Medattist. Papermaking, 1909. 

Patent, Smokeless, and Semi-Smokeless Fuels. 

By J. A. Greene, A.M.Inst.P.T. : and F. Mollwo Perkin, C.B.E., 
Ph.a,. F.I.C. 
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Common Commodities end Industries — contd. 


Perfumery, The Raw Materials of. 

By E. J. Parry, B.Sc., F.I.C., F.C.S. 

P\etrpleum. 

, By ^sLidgeti, Editor of the "Petroleum Times." 

Photogibphy. 

By William Gamble, F.R.P.S., Author of " Music Engraving and 
Printing." 

Platinum Metals, The. 

By Ernest A. Smith, A.R.S.M., M.Inst.M.M, 

Player Piano, The. 

By D. Miller Wilson. 

Pottery. 

By C. J. Noke and H. J. Plant. 

Rice. 

By C. E. Douglas, M.I.Mech.E. 

Rubber. Production and Utilisation of the Raw Product. 

By C. Beadle; and H. P. Sievens, M.A„ Ph.D,, F.I.C. 

Salt. 

By A. F. Calvert, F.C.S., Author of “Salt in Cheshire." 

Shipbuilding and the Shipbuilding Industry. 

By J. Mitchell, M.I.N.A. 

Silk. lig Production and Manufacture. 

By Luther Hooper, Weaver, Designer, and Manufacturer, 

Silver. 

By Benjamin White, Fellow of the Royal Statistic^ and Royal 
Economic Societies. 

Soap. Its Coinpeeitlon, Manufacture, and Proportics. 

By William A. Simmons, B.Sc. (Lond.), F.C.S., Lecturer on Soap 
Manufacture at the Battersea Polytechnic. 

Sponges. 

By E. J. J, Cresswbll. 

Starch and Starch Products. 

By H. A. Auden, M.Sc., D.Sc., F.C.S. 

Stones and Quarries. 

By J. Allen Howe, 0.B,E., B.Sc., M.Inst.Min. and Met., Fellow 
of the Geological Sociefy of London. 

Straw Hats. Their History and Manufacture. 

By H. Inwards, Ho/ Maniffacturer, 

Sugar. Cane and Beet. 

By Geo. Martineau, C.B. 
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■ Common Commodities and Industries — contd. 

9 " 

Sulphur and^ Allied Products. 

_ By Harold A*. Awden, M.Sc., D.Sc., F.C.S, 

•Talking Machines. 

By OoijjfViE Mitchell. 

Tea. From {Irotl^i- to Consuinor. 

By A, IBBETSON, of Messrs. Joseph Travers 6- Sotis. 

Telegraphy, Telephony, and Wireless. 

By Joseph Poole, A.M.I.E.E., Author of “The Practical Telephone 
Handbook." 

Textile Bleaching. 

By Alec B. Steven, B.Sc. (Lond.), F.I.C., Lecturer on Bleaching, 
Dyeing, etc., at the Royal Technical CoUege, Glasgow. 

Timber. From tbo Foreat to Its Use in Commerce. 

By W. Bullock. 

Tin and the Tin Industry. 

By^. H. Mundey. 

•Tobacco. From Grower to Smoker. 

By A. E. Tanner, Chemical Officer in the Customs and Excise 
Department. -New Edition, Revised by F. W. Drew. 

Velvet and the Corduroy Industry. 

By J. Herbert Cooke. 

Wall Paper. 

By G. Whitbley Ward, Author of “ Art and the Wall Paper," etc. 

Weaving*. 

• By W. P. Crankshaw. 

Wheat and Its Products. 

By Andrew Millar. 

Wine and the Wine Trade. 

By 'ANDKlt L. Simon. 

Wool. From the Raw Material to the Finiahed Product. 

By J. A. Huntbr. 

Worsted Industry, The. 

By J. Dhmville and S. Kershaw. 

Zinc and Its Alloys. 

By T. E. Lones, M.A., LL.D., B.Sc. 

Each book crown 8vo, cloth. Price Ss. net. 
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FOREIGN LAJJGUAGES 


FRENCH 

Progressive French Grammar. 

'By Dr. F. a. Hedqcock, M.A., D.os.Ti. • . Net 5/8 * 

CommiHrcial French Grammar. , 

By F. M. Draper, M.A., B.6s.L. . Not 2/6 

French -English and English-French Com- ^ 

merclal Dictionary. . ■ 

By F. W. Sjuth Not ^7/6 

Manual of French Commercial Corre- 
spondence. By a. W. Macdonald . Net 5/- 

Correct French Speech. 

By B. DuirviLLB, M.A., F.C.P. . . . *1/6 


GERMAN 

A New German Grammar. 

By J. Keboan, M.A Net » 6/- 

Commercial German Grammar. 

By J. Bithbll, M.A. Net 3/6 

German -English and English-German Com- 
mercial Dictionary. 

By J. Bituell, M.A Net 10/6 

Commercial Correspondence in German. Net 8/6 


SPANISH 

Spanish Commercial Grammar. 

By 0. A. Toledano i^et 4/6 

Spanish-English and English- Spanish Com- 
mercial Dictionary. 

By G. B. Macdonald Net • 12/6 

Manual of Spanish Commercial Correspon- 
dence. 

By G. B. Macdonald Net 4/6 

ITALIAN 

Italian Commercial Grammar. 

By liCiai Blew Net 4/- 

Mercantile Correspondence, English -Italian. 



